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In 2003, the macroeconomic slowdown worsened in Europe, while showing signs of recovery in the United States
and Japan, especially during che fourth quarter. Moreover, unemployment rates in the US and Japan did not drop
as predicted by forecasts. The conflict in Iraq, the many terrorist scares, and the spread of SARS in the Far East
have worn on consumer confidence and increased the volatility of financial markets, causing downwards revisions

in world economic growth forecasts for 2004.

The Group operates in many sectors, all within the luxury goods industry, notoriously the most vulnerable to
changes in consumers’ attitudes and the most susceptible to events that affect them. Accordingly, it appears rea-
sonable to forecast that demand will not substantially change, even if it may recover slightly over that of the last

twoO years.

In an operating environment such as this, the Group’s ability to boost performance in forthcoming years will
depend more on the measures it takes to recover profitability and efficiency than on assumptions of growth in
operating volumes. To this end, the Group continued to pursue its cost savings policy and increasing operating
efficiency durtng the year. It also completed a strategic re-focusing on business areas in which it is capable of kee-

ping or gaining leadership positions on international markets, through both owrnied and licensed brands.

Economizing on costs has entailed the redefinition of the Group'’s relationship management policy for the various
types of business partners, in addition to constant streamlining and rationalization of organizational structures.
Group structures have become more specialized in their respective activities, and the Group’s organization has
been rationalized, forming the foundation for optimal management of a wide variety of business areas. These mea-
sures have served to-increase operating efficiency. In this view, during the year, all direct distribution activities
were fully concentrated under one Dutch sub-holding company directly owned by IT Holding since 2003, and
all subsidiaries active in the ready-to-wear and accessories division were brought under the control of ITTIERRE
S.p.A.. This reorganization and simplification process will continue into 2004 as well, when each foreign country

will see all its business activities combined into one legal entity.

This strategic refocusing has led to the decision to group together ready-to-wear and accessories division resour-

ces, using as leverage owned and licensed brands with satisfactory profitability and the capacity to develop high

current or potential business volumes. In line with the new project, the Group miade significant progress in this

direction in 2003 and during the first few months of 2004.

In particular, with regard to strategic business, the project entailed the following:

o the internalization of the Gianfranco Ferré Studio, Gianfranco Ferré Forma, and GFF collections, with their new
labels, Gianfranco Ferré (white label), Gianfranco Ferré (red label), and GF Ferr¢;

* the launch of the new GF Ferré collection, replacing Gianfranco Ferré Jeans and GFF;

 the renovation of the Gianfranco Ferré boutiques in Milano, Capri, Porto Cervo and Cannes, based on the new

store concept;
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¢ the opening of new Gianfranco Ferré boutiques in Paris and, in early 2004, in Munich;

* the opening of two franchised GF Ferré boutiques in Las Vegas and Roma;

¢ obtaining the license to develop the young collections of the Costume National fashion house.

With regard to non-strategic business, the following measures were taken:

* the sale of the perfume business in March 2004;

* the control of investments in the Romeo Gigli brand and the beginning of a process to decide whether or not
the brand should be sold.

Together, the persistent crisis in this industry and the strategic refocusing that this has entailed have had a nega-
tive impact on the Group’s result for the year, a consolidated net loss of approximately Euro 73 million. The loss
for the year, which in any case demonstrates strong turnover and operating profit, is mainly due to the write-off
of the Romeo Gigli trademark and the write-downs of goodwill arising on consolidation, totaling Euro 57 mil-

lion.

The interest shown by potential buyers in the Romeo Gigli brand gives the Group good reason to believe that it
could be sold as early as 2004. However, the Romeo Gigli trademark was written off in full to take into account

the uncertainty of the transaction,

Goodwill arising on consolidation was written down for reasons of prudence, since current market prospects do

not ensure its recovery with sufficient certainty or within reasonable timeframes.

Certain industrial groups that once issued corporate bonds as a means of financing have been recently declared in
states of insolvency. This has turned the public against outstanding bonds and led it to view with unusual and

understandable scrutiny the prospective ability of issuers to fulfill their commitments at maturiry.

The IT Holding Group plans to repay the Ferré bond maturing in May 2005 by taking the following measures:

* strategic refocusing which should generate a recovery in profitability in the short term;

e improvement in the management of working capital, despite the substantial stability of the volume of operations;

* investment control. Most of the investments required to relaunch the Ferré brands were completed before the end
of the year; v

* the sale of non-strategic business activities, which to led to the sale of the perfume business in March 2004, gene-

rating Euro 31.5 million.

Furthermore, with the assistance of banks, the Group is currently planning transactions to refinance a portion of

the Euro 200 million maturing in 2004. This sheuld sustain business management and development, while pre-

-venting the timing of-the above events from creating financial tension. . .
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The 2003 consolidated statement of income is summarized as follows:

(In thousands of Euros)

% of net revenues % of net revenues % Increase
12/31/2003 12/31/2002 {Decrease)
Net revenues ) 668,211 ) 100.0 655,292 100.0 2.0
of which royalty income 12,925 1.9 16,419 2.5 (21.3)
COGS (253,244) 37.9 (265,426} 40.5 (4.6)
Gross profit 414,967 62.1 389,866 » 59.5 6.4
SG&A (342,613) 51.3 {314,209) ‘ 47.9 9.0
EBITDA 72,354 108 75,657 11.5 (4.4)
Amortization/depreciation (30,204) 4.5 (25,520) 3.9 18.4
EBITA 42,150 6.3 50,137 7.7 (15.9)
Goodwill and trademark amortization (17,598) 2.6 (17,044) 2.6 ) 3.3
Extraordinary write-downs (56,483) 8.5 - n.s. n.s.
EBIT (31,937) 48 33,093 51 n.s.
Financial income (charges) (37,514) 5.6 (25,115) 3.8 49.4
Extraordinary income (charges) (5,114) n.s. (3,554) ) n.s. 439
Pre-tax income (loss) before minority interests (74,559) 11.2 4,424 n.s. n.s.
Income taxes 1,667 n.s. 98 n.s. n.s.
income (loss) before minority interests (72,892) 10.9 4,522 ) n.s. n.s.
Minority interests in net (income) loss 72 n.s. (584) n.s. n.s.
Net income (loss) (72,964) 10.9 5,106 n.s. n.s.
Adjusted net income 1,117 0.2 22,150 3.4 (95.0)
EPS adjusted 0.00 0.10

n/m: not meaningful

In 2003, the Group recorded net revenues of Euro 668,211 thousand, up by 2%, or Euro 12,919 thousand, on
2002. On a line-by-line basis and at constant exchange rates, the increase would have been 6.4%. This is becan-
se the 2002 figures included revenues from Romeo Gigli’s brands as well as the Husky brand, which were licen-
sed to third parties in 2003, and because the US dollar fell an average of 19.65% against the Euro during the

year.

The trend in net revenues reflects the substantial stability of the ready-to-wear and accessories division and a
slight drop of 5.0% in th@ eyewear division due to a particularly slow market. It is also due to a sharp increase of
84.3% in perfumes following the internalization of Ferré brand licenses and the outstanding success of new fra-
grances on the market, as well as a significant drop in royalties of 21.3%. The latter is the result of the interna-
lization of Ferré perfumes, and the fact that, since the previous licensee GF MAWNUFACTURING S.r.l. was not
consolidated, 2002 included royalty income on an entire sales season of the main Gianfranco Ferré ready-to-wear

and accessories collections.

Net revenues analyzed by distribution channel are as follows:
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(In thousands of Euros)

% of net revenues % of net revenues % Increase

12/31/2003 12/31/2002 (Decrease)

Whoalesale 599,189 89.7 590,771 90.2 14

Retail 56,097 8.4 48,102 7.3 16.6
Royalty income 12,925 1.9 16,419 2.5 ) 21.3)

Net revenues 668,211 100.0 655,292 100.0 2.0

Direct retail revenues of Euro 56,097 thousand rose by more than 1% as a percentage of total revenues. This is
mainly due to the opening of a new Gianfranco Ferré boutique in Paris at the beginning of the year and the ope-

ning of two new factory outlets in the last few months of the year to dispose of the season’s stock.

Net revenues analyzed by owned and licensed brands are as follows:

(In thousands of Euros)

% of net revenues % of net revenues % Increase
12/31/2003 12/31/2002 (Decrease)
Ferré 108,838 16.3 100,698 15.4 8.1
Other owned brands 109,282 16.4 125,909 19.2 (13.2)
Licensed brands 437,166 ) 654 412,266 ] 629 6.0
Royalty income T geos T a9 deats 25 @3
.Net revenues . 668,211 100.0 655,292 100.0 2.0

Revenues from owned brands, including royalty income, as a percentage of total revenues, decreased by 2.5%
from 34.6% in 2002 to 32.7% in 2003. Nonetheless, revenues from the Ferré brands rose by Euro 3,609 thou-
sand (+3.2%) on 2002 to Euro 117,675 thousand, and also increased slightly (+0.2%) as a percentage of total
consolidated revenues. Conversely, revenues from other owned brands dropped Euro 15,590 thousand (-13.7%)
to Euro 113,370 thousand, accounting for 17.0% of total revenues, 2.7% less than in 2002. This trend is mainly
due to the licensing of Romeo Gigli brands and the Husky brand to third parties in 2003, as mentioned above.

The gross profit grew by 6.4% to Euro 414,967 thousand and accounted for 62.1% of total revenues, versus
59.5% in the previous year. This positive performance was partly due to the improvement in [TTIERRE S.p.A.’s
production efficiency and the increased contribution of revenues from the perfume division, whose gross profit is

stronger in structure that that of the ready-to-wear and eyewear divisions.

EBITDA decreased by-4.4% to Buro 72,354 thousand and accounted for 10.8% of total revenues, versus 11.5%
in 2002. The slight decrease in EBITDA as a percentage of revenues was due to specific negative factors whose
impact exceeded that of the improvement in the gross profit. Specifically, the unfavorable exchange rate trend
mentioned above, the increase in advertising expenditure to relaunch the Ferré brand, and the increase in royaley

expense beginning in the second half of 2002 following the renewal of certain license agreements.

EBITA before trademark and goodwill amortization decreased by 15.9% to Euro 42,150 thousand and accoun-
ted for 6.3% of total revenues, versus 7.7% in 2002. This further drop compared to EBITDA was due to the
increase in depreciation/amortization, mainly following the significant capital expenditure of 2003 to extend and

renovate owned Gianfranco Ferré boutiques and to launch the new GF Ferré brand.

€




Extraordinary write-downs of Buro 56,483 thousand reflected the write-off of the Romeo Gigli brand, whose
book value had been Euro 29,214 thousand, and the write-downs of goodwill arising on consolidation of Euro
22,729 thousand. These write-downs were recorded in line with the Group’s strategies, market forecasts and the

principle of prudence inherent in the Group's accounting policies.

Mainly as an effect of these write-downs, 2003 EBIT amounted to a negative Euro 31,931 thousand, versus the
positive Euro 33,093 thousand of 2002.

Net financial charges of Euro 37,514 thousand increased by Euro 12,399 thousard on the previous year. This rise
was mainly due to the Group's increased factoring of receivables without recourse, part of the securitization plan
since 2003. Furthermore, the discount commissions on the trade receivable factoring transaction were paid in
installments, causing initial financial charges to exceed average financial charges expected in the five years of the
transaction. The greater financial charge for 2003 is estimated at Euro 4,300 thousand, and will be absorbed from
2004 on.

The securitization plan enables the holding company to acquire junior notes, whose returns are linked to the per-
formance of receivables sold. I'T HOLDING S.p.A. has taken advancage of this opportunity and intends to do so
also in the future so that, when the plan is up and running, financial income from junior notes will partially off-

set factoring charges at consolidated level. The sum of the above effects will be the actual financial charge of the

transaction.

The financial position of the IT HOLDING Group as at December 31, 2003 is shown below.

(In thousands of Euros)
12/31/2003 12/31/2002

Intangible assets . S 262,473 329,724
Tangible assets 51,208 55,067

Long-term financial assets 6,634 13,033
Fixed assets 320,315 397,824
Inventories 167,313 145,116
Accounts receivable 75,303 124,994
Accounts payable (200,014) (162,548)
Other net assets (liabilities) 98,989 58,019

Net working capital 141,591 165,581

Severance pay fund (15,398) (14,214)
Net invested capital 446,508 549,191

Financed by:

Short-term financial payables 41,803 55,525

Medium-term financial payables ) 288,381 292,084
Accrued liabilities on loans and bond 10,813 10,303
Cash and cash equivalents and other securities - short term (67,109) (56,284)
Accrued interest income on securities (150} (103)
Net financial debt ..273,738 301,525
Shareholders’ equity (including minority interests) 172,770 247,666
Sources of financing 446,508 549,191

The financial position of the IT HOLDING Group as at December 31, 2003 is analyzed in detail below. Certain
reclassifications have been made with respect to the previous year. These were considered necessary to give a fai-
rer view of the Group's financial position as at December 31, 2002. Accordingly, the figures as at December 31,

2002 have been reclassified in the same way for comparative purposes.
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Fixed assets

The balance of Euro 320,315 thousand at year end decreased by Euro 77,509 thousand on December 31, 2002,
mainly due to the net effect of capiral expenditure, amortization and depreciation and write-downs (discussed in
the above paragraph and in the notes to the consolidated financial statements).

Net capital expenditure totaled Euro 33,295 thousand, including Euro 27,078 thousand invested in intangible
assets and Euro 6,217 thousand in tangible assets. Capex mainly related to the renovations in line with the new
store concept of the Gianfranco Ferré boutiques in Milano (with adjacent spa), Cannes, Capri and Porto Cervo,
the opening of a new Gianfranco Ferré boutique in Paris, and the launch of the new GF Ferré brand and new fra-

grances under owned and licensed brands.

" Current assets

Current assets amounted to Euro 141,591 thousand at year end, down by Euro 23,990 thousand on December
31, 2002. This decrease was due to the increased factoring of receivables without recourse and the rise in trade
payables following improved payment terms, partly offset by the growth in inventories, trade receivables, and

receivables due from others.

Net invested capital ,
Net invested capital decreased by Euro 102,683 thousand to Euro 446,508 thousand. Euro 172,770 thousand
of net invested capital is covered by own funds (including minority interests) and Euro 273,738 thousand by

those of third parties.

Net financial debt
Net financial debt amounted to Buro 273,738 thousand, down by Euro 27,787 thousand on year end 2002, fol- -

lowing the increased factoring of trade receivables without recourse, as mentioned above.
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(In thousands of Euros)

12/31/2003 12/31/2002

Net income including minority interests ) (72,892) 4,522
Amortization/depreciation ..104,284 42,484
Accruals (severance pay fund and other provisions) 6,818 6,949
Self-financing _, Cas2i0"sagss
Change in accounts receivable 49,691 (51,720)
Change in accounts payable B 37,466 16,354
Change in inventories o o 22,197) (16,865)
Change in other payables and receivables o o - (46,605) (20,540)
Change in net working capital 18,355 (72,771)
Operating cash flow ) 56,565 (18,816)
Change in long-term financial assets 6,399 (7,907)
Capital expenditures (33,173) (33,425}
Free Operating CashFlow =~ B . 29791 160,148)
Discretionary cash flow 29,791 (60,148)
Purchases ) - (188,176)
Change in shareholders’ equity (2,004) 106,886
Pre-financing cash flow 27,787 (141,438)
Change in short-term debt - (13,259) (108,419)
Change in medium/long-term debt (3,703) 249,615
Change in cash and cash equivalents (10,825) 242
Change in net debt (27,787) 141,438

In 2003, IT HOLDING Group self-financing amounted to Euro 38,332 thousand.

In addition to self-financing, cash flows generated by the change in current assets funded the Group. These cash

flows amounted to Euro 18,355 thousand and can be analyzed as follows:

trade receivables decreased, generating Euro 49,691 thousand, mainly due to the increased factoring of trade

receivables without recourse;

the improved management of payments to suppliers generated Euro 37,466 thousand;

inventories absorbed Euro 22,197 thousand, mainly due to the launch of the Gianfranco Ferré collections, pre-

viously licensed to the Marzotto Group. The increase in inventories was also due to the time it took to dispose of

stock through direct factory outlets;

other payables and receivables increased, absorbing Euro 46,605 thousand. The main items were the following:

- increased sample costs incurred in 2003 and deferred to 2004 on an accruals basis, in relation to the Ferré
licenses that were internalized during the year and to the new C’'N'C Costume National license;

- the increase in amounts due from the tax authorities for VAT and IRPEG, which rose by around Euro 20 mil-
lion in 2003.

Accordingly, operating cash flow totaled Euro 56,687 thousand, showing a clear improvement on the negative
Euro 18,816 thousand of 2002,

The consolidation of GF MONTAIGNE S.A. generated a decrease of Eure 6,399 rhousand in long-term financial
assets and an increase in other fixed assets.

In line with 2002, capital expenditure amounted to Euro 33,295 thousand and mainly related to:

the development and renovating of the Gianfranco Ferré brand retail network, as mentioned above;

the opening of Gianfranco Ferré showrooms in Munich and London and the renovation of the showroom in via
Fogazzaro in Milano, dedicated to the CIN'C Costume National collection from January 2004;

the launch of the GF Ferré brand, which replaced the Ferré Jeans and GFF collections;

the capitalization of charges related to the structuring of the securitization plan;
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» the launch of new perfumes, as discussed above.

As a result, free operating cash flow was a positive Euro 29,791 thousand.

Given that there were no acquisitions or sales and following a decrease in shareholders’ equity due to the trans-
lation difference arising on the depreciation of the US dollar and British pound against the Euro, 2003 ended
with a positive pre-financing cash flow of Euro 27,787 thousand.

Accordingly, the positive pre-financing cash flow reduced the Group’s short-term and medium/long-term debt.

(In thousands of Euros)

% of net revenues % of net revenues % Increase
12/31/2003 12/31/2002 (Decrease)
Ready-to-wear and accessories o 573,560 .B58 564966 862 13
Eyewear 57,083 8.5 60,072 9.2 (5.0)
Perfume T T ass00 387 aaEss o T g
Royalty income 12,925 2.0 16,419 25 (21.3)
interdivisional T >/ T S -
Net revenues 668,211 100.0 655,292 100.0 2.0
n/m: not meaningful
(In thousands of Euros)
% of net revenues % of net revenues % lIncrease
12/31/2003 12/31/2002 (Decrease)
Italy 281,748 42.2 258,894 39.5 88
Europe * 229,969 34.4 223,130 341 3.1
Americas e 11583 590 BREA: 2 B
For Eastand Japan N 45,831 N 6.9 51,852 7.9 (11.6)
Rest of the world 20,629 3.1 21,406 3.2 (3.6)
Royalty income 12,925 ) 1.9 16,419 2.5 (21.3)
Net revenues 668,211 100.0 655,292 100.0 2.0

* without ltaly




{in thousands of Euros)

% of net revenues % of net revenues % Increase
12/31/2003 12/31/2002 (Decrease)
Net revenues 590,759 100.0 586,269 100.0 0.8
of which royalty income 17,199 2.9 21,303 3.6 ) (19.3)
COGS ] (221,146) 374 (231,840) 395 (4.6)
Gross profit 369,613 62.6 354,429 60.5 4.3
SGeA e Us12 T Tpe3ysasa AN
EBITDA 67,283 11.4 72,054 123 (6.6)
Amortization/depreciation (24,998) 4.2 (21,318) ] 3.6 17.3
EBITA ] . 42,285 7.2 50,736 ) 8.7 (16.7)
Goodwill and trademark amortization {16,870) 2.9 (16,292) 2.8 3.5
Extraordinary write-downs (52,513) 8.9 - . ns. o ...ns
EBIT o (27,098) 46 34,444 5.9 n.s.
Financial income (charges) (32,322 5.5 (22,804) 3.9 41.7
Exiraordinary income (charges) (4,823) n.s. (3,692) n.s. 30.6
Pre-tax income (loss) before minority interests (64,243) 10.9 7948 o.ha n.s.
Income taxes R e 11122 ns. 116 e V8 n.s.
Income (loss) before minority interests (62,521) 10.6 8,064 1.4 n.s.
Minority interests in net (income) loss 223 n.s. (418) n.s. ..ns.
Net income (loss) (62,744) 10.6 8,482 1.4 n.s.

n/m: not meaningful

The change in the ready-to-wear and accessories division largely reflects che trends discussed above at consolida-
ted level.

Net revenues rose by 0.8% to Euro 590,759 thousand, confirming this division as the Group's main source of

revenues. As a percentage of total revenues, this division showed substantial scability from 2002 to 2003.

Sales can be broken down by the most significant geographical areas as follows:

(In thousands of Euros)

% of net revenues % of net revenues % Increase

12/31/2003 12/31/2002 {Decrease)

ity 239510 405 oa4307 383 48

Europe * 210,126 35.6 210,075 35.8 n.s.

Americas _ 65,254 11.0 69,470 11.8 (6.1)
Far East and Japan ) 43,389 7.3 48,624 .83 (10.8)

Rest of the world 15,281 2.7 12,490 2.2 223

Royalty income 17,199 28 21,303 .36 93

Net revenues 590,759 100.0 586,269 100.0 0.8

* without ftaly
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(In thousands of Euros) . .
% of net revenues % of net revenues % Increase

12/31/2003 12/31/2002 {Decrease)
Net revenues 57,083 100.0 60,072 100.0 (5.0)
COGS (25,813) 45.2 {29,456) 49.0 (12.4)
Gross profit o B 31,270 .. 548 30,616 51.0 2.1
SG&A (29,400) 51.5 (27,454) 457 7.1
EBITDA _ FE /- SO B . 53 (40.8)
Amortization/depreciation (3,382) 5.9 (3,602) 6.0 (6.1)
EBITA ) 5 (1,512) 2.6 (440) 0.7 ) n.s.
Goodwill and trademark amortization (365) n.s. R n.s. (6.2)
Extraordinary write-downs (2,159) 3.8 - - -
eair N ¢ S A B ) B 14 ns.
Financial income (charges (3,840) . 6.7 (2,160) 3.6 n.s.
Extraordinary income (charges) o (360) n.s. 145 n.s. n.s.
Pre-tax income (loss) before minority interests  (8,236) 14.4 (2,844) 4.7 n.s.
income taxes 112 n.s. 46 n.s. n.s.
Income (loss) before minority interests _(8,124) 14.2 2,798) 4.7 . ns,
Minority interests in net (income) loss (74) ns. (132) ns. (28.8)
Net income (loss) (8,030) 14.1 (2,666) 4.4 n.s.

n/m: not meaningful

The performance of this division reflected the effects of the market slowdown in the sector and, specifically, the
effects of the significant reduction of around Euro 7 >million in sales to Nike on the previous year. However, the
sharp turnaround in the fourth quarter of 2003 offset the slowdown that led to a reduction in the Allison Group's
2003 revenues. Net revenues dropped by 5.0% to Euro 57,083 thousand, versus Euro 60,072 thousand in 2002.

Eyewear sales can be broken down by geographical area as follows:

{in thousands of Euros)

% of net revenues % of net revenues % Increase

12/31/2003 12/31/2002 {Decrease)

ftaly 37,855 488 24,363 406 143

Europe * 15990 T oe0 T g0 T o 223
Americas 7,818 13.7 13,158 21.9 40.6) -

Far East and Japan 2,009 3.5 3,227 5.4 (37.8)

Rest of the world R . 1) 608,28 10.4 asa)

Net revenues 57,083 100.0 60,072 100.0 {5.0)

* without Italy

2003 eyewear figures broken down by geographical area show this division's strong performance in Europe, with

" growth of 22.3% and net revenues of Euro 15,990 thousand, versus Euro 13,073 thousand in 2002, following - -

the consolidation of the sales necwork. The gross profit as a percentage of net revenues rose from 51% to 54.8%,
due to the improvement in production efficiency. Nonetheless, EBITDA decreased, mainly as a result of the costs

relating to the new offices in Padova, the increase in the sales force, and the advertising costs incurred to launch

-the Gianfranco Ferré, GF Ferré, Vivienne Westwood, Les Copains, and John Richmond collections.

Similarly to the write-down recorded at consolidated level, goodwill arising on consolidation was written down
by Euro 2,074 thousand, and molds were written down by Euro 85 thousand.
Net of the increase in financial charges related to the change in current assets and following the above write-

downs, the pre-tax loss for 2003 amounted to Euro 8,031 thousand, versus a loss of Euro 2,666 thousand in 2002.
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{In thousands of Euros)

% of net revenues % of net revenues % Increase
12/31/2003 12/31/2002 (Decrease)
Net revenues 25,500 100.0 13,835 100.0 84.3
COGS 6,577) 25.8 (4,187) 30.3 57.1
Gross profit . ...18,.923 742 9,648 69.7 96.1
SG&A (15,722) 61.7 (9,207) 66.5 70.8
EBITDA 3,201 12.6 444 B 32T s
Amortization/depreciation (1,824) 7.2 (601) 4.3 n.s.
EBT 1,377 54 (160) 12 n.s.
Financial income (charges) (1,352) 5.3 (151) 1.1 n.s.
Extraordinary income (charges) 70 n.s. (5) n.s. n.s.
Pre-tax income (loss} before minority interests 95 n.s. . (316) .23 s,
Income taxes (166) n.s. (65) n.s. n.s.
Income (loss) before minority interests M . n.s. (381) 2.8 81.3
Minority interests in net (income) loss {57) n.s. (33) n.s. . (72.7)
Net income (loss) (14} n.s. (348) (2.5) 95.9

n/m: not meaningful
A

This division is headed by ITF S.p.A., the IT HOLDING Group’s vehicle for the development of the perfumes
sector. ITF S.p.A. licenses many brands, including, but not limited to, Romeo Gigli and Gianfranco Ferré (Group
owned) and Roberto Cavalli, for their perfume and cosmetics collections. It also has a number of other distribu-
tion agreements. Net revenues of this division amounted to Euro 25,500 thousand in 2003, following the excep-

tional success of the fragrance launches during the year.

In terms of profitability, margins improved considerably given the strong sales trends. The post-launch develop-
ment of the Essence d’Eau - Gianfranco Ferré, Incanto - Salvatore Ferragamo, and Romeo Gigli women’s fra-
grances and the Roberto Cavalli Man cologne during the year boosted EBITDA to 12.6% as a percentage of net

revenues and Euro 3,201 thousand, versus Euro 441 thousand in 2002.

(in thousands of Euros)

% of net revenues % of net revenues % Increase

12/31/2003 12/31/2002 (Decrease)

Italy B 15152 59.4 10,153 73.4 49.2
Europe * 3,888 15.2 i DS ; n.s.
Americas 4,090 16.0 1,017 7.3 n.s.
Far East and Japan ) 433 1.8 . n.s. n.s.
Rest of the world 1,937 7.6 2,665 19.3 (27.3)

Net revenues 25,500 100.0 13,835 100.0 84.3

* without ltaly
n/m: not meaningful

The geographical breakdown of net revenues shows this division’s strong performance in Italy and the US, where
a direct distribution company is located. It also shows the beginning of operations in other European countries

and the rest of the world.
On March 25, 2004, IT HOLDING S.p.A. sold its shareholding in ITF S.p.A. through IBEX 2001 S.p.A. to

I.C.R. - Industrie Cosmetiche Riunite S.p.A., owned by Mr. Roberto Martone. This transaction is described in

“Significant Events after the Year-end.”
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" Since 1999, the Group has-incurred considerable costs for research into the producrion, styling and markerting of

new clothing and accessories under new brands which it owns or has ‘acquired under license agreements.
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Transactions and balances berween consolidated Group compames have been eliminated from the consolidated
financial statements and are not discussed herein,

However, economic and financial relationships between the holding company and its subsidiaries are discussed in
the section of this report on IT HOLDING S.p.A.

In accordance with CONSOB communications, article 2359 of the Italian Civil Code and JAS 24, the Group’s
relationships with parent companies, unconsolidated subsidiaries, and other related parties are summarized

below:

(In thousands of Euros)

RECEIVABLES PAYABLES REVENUES COSTS
Parent companies: o
PA investments S.A. O y U 1.7 A 2. 502 A
GTP HOLDING Sp.A. 4 - - L
lied by PA Investment.s S.A. ) o . '
lia S.p.A. o i 485 - :
Unconsolidated subsidiaries: e
-..MADE FERRE S.r.l, - in liquidation S S S
M.A.C. UK Ltd. - inactive since October 2003 - -3,203 832 143 605
C.M. - Compagnia ftaliana Maglierie S.rl. - in fiquidation T A S
MAC Japan Inc. - in liquidation 41 30 - -
GF MANUFACTUR!NG S.rl. - in liquidation o685 ..885 - 9
FINANCIERE MELPAR HOLDING S.A. - liquidated - - - 37
Other related parties: e i
ICR tndustr(e Casmetiche Riunite S.p.A. 4  B&57 28 1818
Pavia & Ansaldo Law Firm o - 90 L s
Other sundry 1,040 666 1,407 2,210

Parent Companies

* Receivables and revenues from the parent company PA Investments S.A. comprise interest income accrued by the
Groﬁp following the settlement of a payable in advance, charges for IT services, and recharges for expenses.
Payables and costs to the parent company relate to administrative and tax services provided thereby to Group
companies based in Luxembourg.

* Receivables due from GTP HOLDING S.p.A. of Euro 4 thousand relate to expenses incurred by IT HOLDING
S.p.A. on its behalf during the year.

Companies Controlled by PA Investments S.A.
* DINERS CLUB ITALIA S.P.A.. Payables refer to payments to Group company suppliers using the Diners cre-
dit card (Euro 440 thousand) and the use of company credit cards (Euro 44 thousand). Diners Club Italia S.p.A.

has been considered a related party as it was owned by PA Investments S.A. until July 2003.




Unconsolidated Subsidiaries

GF MANUFACTURING S.r.l. (in liquidarion). Receivables of Euro 1,685 thousand mainly relate to amounts
due from GIANFRANCO FERRE S.p.A. for the factoring of intercompany receivables. Payables, revenues,
and costs all relate to cthis company’s purchases from the Group’s manufacturing companies.

MADE FERRE (in liquidation) Payables are of a trading nature.

MAC UK LTD. (dormant since October 2003). Receivables of Euro 3,203 thousand relate to the opening of a
current account overdraft by ITTIERRE S.p.A. Payables of Euro 211 thousand relate to the intercompany cur-
rent account held by IT HOLDING 8.p.A.. They also relate to trade payables for credit notes issued to M.A.C.
- Manifatture Associate Cashmere S.p.A.. Revenues almost encirely relate to interest on the credit line opened
by ITTIERRE S.p.A., whereas costs are almost all of a trading nature.

Other Related Parties

L.C.R. - Industrie Cosmeriche Riunite S.p.A.. All transactions with this company were of a trading nature as the
company produces perfumes sold by ITF S.p.A.. Payables related to the acquisition of the business activity descri-
bed in the section on "Significant Events”.

The December 31, 2003 balance of payables and the related costs due to a law firm, one of whose partners is on
the Board of Directors of the parent company, relates to legal services provided to Group companies.

The remaining balances represent transactions with counterparties, some of whom are closely related to Group
direcrors.

There were no irregular or unusual transactions during 2003.

Transactions were carried out on an arm’s length basis.

Addirional details on relationships with related parties are provided in the notes to the consolidated financial sta-
tements.
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On July 8, 2003, pursuant to Law no. 52/91, the IT HOLDING Group and the Milano branch of Crédit Lyonnais
S.A., as arranger, signed a trade receivable securitization agreement. The agreement provides for a maximum
amount of Euro 200.000 thousand, a five-year duration, and the factoring of trade receivables without recourse.
It involves seven Group companies: ITTIERRE S.p.A., ITC S.p.A., M.A.C. - Manifatture Associate Cashmere
S.p.A., ALLISON S.p.A,, ITF S.p.A., ITTIERRE FRANCE S.A,, and ITTIERRE MODEN GmbH as origina-

-tors. The preliminary conditions for the finalization of the transaction included due diligence reviews of the admi-

““nistrative, IT and management procedures for the trade receivables of the Group companies involved. Crédic

Lyonnais S.A. and Eurofactor S§.A. performed the reviews, the latter as securitization agent. The receivables were

judged to be compatible with the issue of commercial paper by a foreign multi-seller vehicle (LMA S.A.) with an

A1/P-1 rating. The securities issued were acquired by specialized institutional investors. The seven originators

have maintained their relationships with debtors as is, since they were appointed securitization servicers and are

therefore responsible for collecting and recovering the factored receivables. The aim of the transaction is to make

a source of financing available at a competitive cost, taking the middieman out of the financing and drawing on

international financial markets to sustain the Group’s growth in turnover over the medium term. The securitiza-

tion described above also has the following effects: ’

- test the efficiency of internal administrative procedures;

- provide an accurate and quantitative basis for managing current assets.

At the same time, the following agreements in place between IT HOLDING S.p.A. and the Milano branch of

Crédir Eyonnais S.A. were terminated in advance:

- the servicing agreement signed on December 20, 2002, for the administration and management - including
the collection of receivables and management of bad debts - of receivables factored without recourse to the
bank by the subsidiaries ITTIERRE S.p.A. ALLISON S.p.A., M.A.C. - Manifatture Associate Cashmere
S.p.A.,and ITF S.p.A.. )

- the joint venture agreement signed on December 20, 2002 with the Milano branch of Credit Lyonnais S.A.
through which the active partner (Credit Lyonnais S.A.) offered the silent partner T HOLDING S.p.A.) a
share in the profits on the purchase, management and collection of receivables, as described above in relation -
to the servicing project. Under this agreement, IT HOLDING $.p.A. made an initial contribution commen-
surate with the receivables factored by the subsidiaries ITTIERRE S.p.A., ALLISON Sp.A., MAC. -
Manifatture Associate Cashmere S.p.A., and ITF S.p.A.. The termination of these agreements led to the col-

lection of the amount of the contribution.

"On September 30, 2003 Standard & Poor’s rated IT HOLDING S.p.A. “B+/Stable”. This is-a way of measu-

ring the company’s credit worthiness on the basis of its economic and financial performance in the last five
years and its medium-term business plans and in terms of management’s ability to achieve them. IT HOL-
DING S.p.A. requested the rating from Standard & Poor’s and subsequently published it to demonstrate its
transparency with financial markets in general and the corporate bond market in particular. The “Ferré Finance
7% 05/05” bond issued by a subsidiary of IT HOLDING S.p.A. in May 2002 to finance the acquisition of the
Ferré Group was being traded at very low levels, which did not correspond to the credit worthiness of a com-
pany with a “B” rating. This was due to the attitude of financial operators, in a climace of uncertainty and
wariness following the default of Cirio. The “Ferré Finance 7% 05/05” bond recovered considerably after the

publication of the rating, as is shown below:
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In February 2004, Standard and Poor’s confirmed the Group's rating, but changed its forecasts from stable to
negative.
This change does not reflect the Group’s performance or financial position, but is due to the higher degree of

selectivity of the credit market with regard to Italian companies following the default of the Parmalat Group.
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The performance of the holding company is shown below, on the basis of CONSOB regulations:

(In thousands of Euros)
12/31/2003 12/31/2002

Financial income and (charges)

income from shareholdings:

- subsidiaries 42,969 28,882
other financial income:

long-term receivables

- subsidiaries . ' 17,137 11,099

- other parties PO P e - S 1o T
marketable securities that do not constitute shareholdings 5461 353

other financial income: e

- parent companies - 187

- other parties 993 382
interest and other financial charges: e e
< subsidiaries - (5,418) (2,926)

- other parties ) (11,606) (10,576)

Total financial inocme and (charges) 49,537 27,402

Adjustments to fiancial asset values
write-downs:

- shareholdings (36,900) (37,326)
- long-term financial assets that do not constitute shareholdings {33,589) -

- securities included under marketable securities (3) -
Total adjustments to fiancial asset values e (70,492) (37,326)
Other operating income 6,914 7,805
Other operating costs:

- non financial services v e G269 6810
- use of third party assets (964) (730)
TS ONnel e XS B (3,115)
- amortization/depreciation and write-downs (4,081) (3,516}
- sundry operating costs (98) (197)
Total other operating costs e (12,604) (13,368)
Result from ordinary activities (26,645) (15,487)
Extraordinary income (charges):

- incomes 18 591

- charges R . (16,977) _.(507)
Total extraordinary income (charges): (16,959} 84
Loss before taxes (43,604) (15,403)
Income taxes o (3,329) 4,087
Net income (loss) for the year {46,933) (11,316)

Net financial income rose by 80.2% to Euro 49,537 thousand following the increase in dividends and the rela-
ted tax exemption (Euro 42,969 thousand versus Euro 28,882 thousand in 2002), the growth in interest income
on current accounts held with subsidiaries (Euro 17,137 thousand versus Euro 11,099 thousand in 2002), and the
returns of junior notes subscribed as part of the securitization transaccion finalized during the year (EBuro 5,461

thousand).

Adjustments to financial asset values of Euro 70,492 thousand increased by 89.5% on the previous year. They
mainly comprised write-downs of shareholdings amounting to Euro 36,900 thousand, versus Euro 37,326 thou-
sand in 2002, and the write-down of a receivable of Euro 33,589 thousand due from the subsidiary GIGLI S.p.A..




Other operating income of Euro 6,914 thousand comprised income from services rendered to subsidiaries. This

item decreased by 11.5% following the reduction in costs incurred to produce the related services.

Extraordinary charges amounted to Euro 16,959 thousand in 2003. They included capital losses on intercompany
sales of certain shareholdings as part of the project to rationalize the Group structure and on the liquidation of
FINANCIERE MELPAR HOLDING S.A..

As a result, the pre-tax loss amounted to Euro 43,604 thousand, worsening on the pre-tax loss of Euro 28,201
thousand for the previous year.
1Ty

Financianl Posivion

The company’s financial position is as follows:

(in thousands of Euros)
12/31/2003 12/31/2002

Intangible assets 10,169 9,715
Tangible assets 510 744
Long-term financial assets 237,873 106,675
Fixed assets 248,552 117,134
Accounts receivable 8,650 28,301
Accounts payable (1,666) (4,393)
Other net assets (liabilities) e 21047 .. 12333 ..
Net working capital 28,031 36,241
Severance pay fund (336) (336)
Net invested capital 276,247 153,039
Financed by:

Net intercompany financial {receivables)/payables 103,684 (98,763)
Short-term financial payables ' 3,566 26,251
Medium-term financial payables 86,250 88,750
Cash and cash equivalents and other securities - short term (34,035) (26,914)
Net financial debt 159,465 (10,676)
Shareholders’ equity 116,782 163,715
Sources of financing 276,247 153,039

Fixed assets of Euro 248,552 thousand increased by Euro 131,418 thousand on year end 2002, following the net
increase in shareholdings in subsidiaries as a result of the acquisition of direct control over GIANFRANCO

FERRE $.p.A. and other changes discussed in the notes to the financial statemeris.

Current assets of Euro 28,031 thousand slipped by Euro 8,210 thousand on year end 2002, mainly due to the
sharp drop in trade receivables due from subsidiaries following the new policy of collecting amounts 90 days from
the issue date of the invoice by charging intercompany current accounts. This policy was implemented during
the year.

Accordingly, net invested capital rose by Euro 123,208 thousand to reach Euro 276,247 thousand. It is covered
by own funds for up to Euro 116,782 thousand.

Net financial debt of Eurc 159,465 thousand grew by Euro 170,141 thousand on year end 2002, when net cash
and cash equivalents totaled Euro 10,676 thousand. This change was partly due to the net loss for the year and

partly to the increase in net invested capital.
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Urensury Shares and Shares of P

In accordance with the shareholders’ resolution of May 6, 2003, the company acquired 22,700 treasury shares at
an average price of Euro 2.07 each, and sold 6,889 at an average price of Euro 2.30 each.
Accordingly, considering the treasury shares it already held, at December 31, 2003, the company held 57,702

treasury shares with a face value of Euro 0.05 each, comprising 0.023% of the share capital.

During 2003, IT HOLDING S.p.A. did not acquire or sell any shares of parent companies, including through

fiduciary companies and intermediaries. Furthermore, at year end, it did not hold any shares of parent companies

directly or indirectly.

. Parent Comp

or ik

In accordance with CONSOB communications, article 2359 of the Italian Civil Code and IAS 24, the following
table summarizes IT HOLDING S.p.A.’s relationships with the various categories of related parties.
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(In thousands of Euros)

RECEIVABLES PAYABLES REVENUES COSTS
Parent companies: B )
PA Investments S.A. 36 - 12 -
GTP HOLDING S.p.A. 4 - 12 26
Companies controlled by PA Investments S.A.: } )
Diners Club ltalia S.p.A. - 9 - -
Subsidiaries: ]
ITTIERRE S.p.A. 55,303 190 3,817 747
GIANFRANCO FERRE S.p.A. 18,597 - 2,112 6,089
ALLISON S.p.A. 6,840 - 1,372 11,708
IBEX 2001 S.p.A. - 3,799 - - -
IT FINANCE AND TRADING BV, 3,769 - 461 Tager
GIGLI S.p.A. - - 2,704 41,218
FERRE FINANCE S.A. - 206,329 : 10,228
M.A.C. - Manifatture Associate Cashmere S.p.A. 21,440 12 2,878 6,600
GF MONTAIGNE S.a.s. 6,577 - 389 2,066
ITC S.p.A. i 1,247 - 364 -
SERVIZI MODA S.rl. 557 . . :
IT USA tne, 542 - 233 -
GIANFRANCO FERRE FRANCE Eurl 213 - 5 -
GIANFRANCO FERRE UK Ltd. 176 - 7 -
ITF Sp.A. 158 3,368 170 41
IT ASIA PACIFIC Ltd. (already FAR IT Ltd.) 150 - 68 -
M.A.C. USA inc. 139 5 54 3
ELITE S.r.l. 81 s s 74 -
ITTIERRE FRANCE S.A. 68 3,347 171 41
GENTRYPORTOFINO S.p.A. 67 - 136 -
M.A.C. FRANCE E.u.rl. 62 - 8 -
ITTIERRE MODEN GmbH 59 1,52 137 13
ITTIERRE ACCESSORIES S.p.A. 56 - 47 -
PA.F. - Pelletterie Artigiane Fiorentine S.r.l. 52 - 65 -
IT HOLDING USA Inc. ’ 48 - - -
M.A.C. MARBELLA S.L. 42 - 4 -
GIANFRANCO FERRE USA inc, 37 - 37 -
ITTIERRE SUISSE GmbH 36 - 5 -
IT RESEARCH S.carl. 18 - 43 -
NUOVA ANDREA FASHION S.p.A. 8 - 37 1
ALLISON EYEWEAR inc. 2 - -
ITF USA Inc. ) 2 - 2 -
C.I.M. - Compagpnia ltaliana Maglierie S.r.\. - in liquidation 1 - 1 -
HYPSOS S.r.l. - 155 43 -
MAGIC STYLE S.rl. : 50 - S
M.A.C. UK Ltd. - inactive since October 2003 - 211 10 -
M.A.C. Deutschland GmbH - 25 4 -
DESIL 5.p.A. - - - 0
GF MANUFACTURING S.rl. < in liquidation - 4 - as)
FINANCIERE MELPAR HOLDING S.A. - liquidated - - 8,728 9,346
Other related parties: —
Pavia & Ansaldo Law Firm - 81 - 297

Parent companies

The balance and transactions with the parent company PA Investments S.A. arise from charges to that company

for IT services.

The balance and transactions with the parent company GTP Holding S.p.A. relate to the charging of services and

costs incurred on its behalf.

Companies Controlled by PA Investments S.A.

Diners Club Italia S.p.A.. Payables of Euro 9 thousand relate to the use of company credit cards. Diners Club

Italia S.p.A. has been considered a related party as it was owned by PA Investments S.A. until July 2003.
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Subsidiaries

Receivables and payables from subsidiaries mainly comprise year-end current account balances open with each
of them. The transactions performed in 2003 with these subsidiaries include interest income and expense
accrued on the above current accounts, charging for centrally managed services, recharging for costs incurred on
their-behalf, and the capital losses realized on the sale of shareholdings, in }ine with the Group'’s reorganization

plan.

Other parties
The December 31, 2003 balance of payables and the related costs due to a law firm, one of whose partners is on

the company’s board of directors, relate to the provision of legal services.

The transactions described above do not include any unusual or irregular transactions. Where possible, the terms
of such transactions were determined on an arm’s length basis and the recharged costs of centralized services were
commensurate with objective parameters indicative of the individual subsidiaries’ use of such services.

Additional details on relationships with related parties are provided in the notes to the financial statements.

March

* March 6, 2004 marked the official opening of the GF Ferré boutique in Roma, owned by a business partner of
the Group. The space spans 150 square meters and will showcase the young men’s and women’s ready-to-wear
and accessories collections, presented to the public and the press in June 2003. The ready-to-wear, accessories,
eyewear, and perfume collections are gathered under the GF Ferré and Gianfranco Ferré brands. They target two
distinct groups of customers: young people and adults in general. These two brands are the result of an image
and product streamlining project as part of the brand relaunch plan.

¢ On March 18, 2004, Professor Claudio Dematt2 unexpectedly passed away. He had served as director of the hol-
ding company, bringing his excellent qualifications, expertise and experience to the board. The company regrets

the loss of Professor Demattg, whose personal and professional qualities were much admired.

--e ~Also-on"March- 18, 2004, the-owned-Gianfranco Ferré boutique officially opened in Munich. The space covers. 350 ..

square meters and is furnished in line with the store concept previously applied to the directly operated stores in

Milano, Paris, Cannes, Capri, and Porto Cervo. It will showcase the Gianfranco Ferré men’s and women's collec-

tions from Spring/Summer 2004. This investment is part of the Ferré relaunch plan, whereby the most impor-

tant showrooms are renovated and the product range coordinated and expanded.

* On March 25, 2004, IT HOLDING $.p.A. sold its 90% shareholding in IBEX 2001 S.p.A. ro .C.R. - Industrie
Cosmetiche Riunite 8.p.A., owned by Mr. Robetto Martone. Together with shareholder Mr. Roberto Martone,
IBEX 2001 S.p.A. controls ITF 8.p.A., which was set up in September 2001 to develop and distribute perfumes
and cosmetics under brands licensed by the IT Holding Group and third parties. At the time of the sale, ITF
S.p.A. had 25-year license agreements with certain IT Holding Group companies. For IT HOLDING S.p.A., the
transaction is in line with its strategy of focusing on the core business, comprised of the ready-to-wear and acces-
sories collections of owned and licensed brands. Furthermore, the proceeds from the sale have made the Group
more financially flexible.

The sale took place following negotiations berween the parties. A merchant bank confirmed the sales price of
Euro 31.5 million in its appraisal. The consideration was paid upon signature of the sales contract. This sale will

generate a capital gain of approximately Euro 31 million in the consolidated financial statements. Lastly, IT
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HOLDING S.p.A. has not provided for any changes in the fees of the directors of the company or of any of its
subsidiaries following the above transaction.
* In early 2004, FERRE FINANCE S.A. repurchased “Ferré Finance 7% 05/05” bonds it had issued and cancelled

them, for a total of Euro 25 million.
Curtlook

Without considering any additional sales and assuming demand will remain steady on markets, forecasted con-
solidated revenues for 2004 should grow at rates similar to, or even higher than, 2003, if the sale of the perfume
business in taken into account.

The plans predict an improvement in profitability, in line with the strategic refocusing described above.
Similarly, net indebtedness is expected to decrease following the combined effect of the above measures and an
improvement in management of working capital. Considering the seasonal nature of the Group’s business, the

first effects have already been seen in early 2004.

In addition, net financial debt should decrease with the proceeds arising from the sale of the perfume business

and actions underway to boost cash flows.

As required by CONSOB resolution no. 11971/1999, it is stated that no currently serving directors or statutory
auditors have shareholdings in the holding company or its subsidiaries (nor do their spouses or children), either
directly or through subsidiaries, fiduciary companies or intermediaries.

Heporting

to Internartional Fis

Gk

Pursuant to regulation no. 1606/2002 of the European Parliament and European Council, from the 2005 finan-
cial statements, IT HOLDING S.p.A., as a publicly listed company in an E.U. member state, will be required to
prepare its consolidated financial statements in accordance with the International Financial Reporting Standards
(IFRS), formerly known as the International Accounting Standards (IAS) which were adopted by the E.U. and
will take effect on December 31, 2003. This will require the presentation of comparative figures as at and for the
year ended December 31, 2004 and thus, the restatement of the balance sheet as at December 31, 2003 in con-
formity with IFRS.

In accordance with the Commirttee of European Securities Regulators (CESR) recommendation of December 30,
2003, information is provided as to the methods that the company intends to use in its transition to IFRS and as
to the main differences identified to date between the accounting policies currently applied and those to be adop-
ted in 2005.

The company has already created a project for the transition to IFRS and assigned specific professionals the

responsibility of identifying all the changes versus the current accounting policies that will have to be imple-




i

I AR B IE Em s

- mented in terms of the recognition, measurement and presentation of assets, liabilities, costs and revenue, as well

as the disclosures that will be required in the notes to the financial statements. At the same time, these profes-
sionals will have to assess the current IT system on the basis of the new accounting requirements and, if neces-

sary, propose upgrades.

However, analyses performed to date show that the current IT system is a value tool in the IFRS transition pro-
cess. In particular, the project provides for the distribution of an IFRS manual throughout the Group. The manual
is currently being prepared and should, along with appropriate training activities, help personnel gain an under-
standing of the new standards. No significant changes to the current chart of accounts or procedures for the pre-
paration, review and audit of figures and information used to draw up the consolidated financial statements
should be necessary. The system used for impairment testing of tangible and intangible assets over time will,

however, need to be fine-tuned.

The main differences identified to date between IFRS and the Group’s current accounting policies which could
have an impact on the Group’s opening balance sheet (as at December 31, 2003) and on its financial position and
results in future years are the following:

e Start-up and capital costs: these are recorded under “start-up and expansion costs” and are capitalized and amor-
tized on a straight-line basis over five years. Under IFRS, the residual value not amortized as at December 31,

- 2003, net of the related tax effect, should be deducted from shareholders’ equity at that date and subsequently
incurred costs, net of the related tax effect, should also be deducted from shareholders’ equity or, if the transac-
tion does not materialize, taken to the statement of income. '

¢ Group reorganization costs: these are also classified as “start-up and expansion costs.” Under IFRS, the above
requirements for start-up and capital costs apply to these as well.

* Costs incurred to launch new product lines: these are recorded under “research, development and advertising
costs.” Under IFRS, the above requirements for start-up and capital costs apply to these as well.

* Advertising expenses: costs related to institutional communications are expensed when incurred, while those
related to products are deferred and taken to the statement of income in the year in which che related collections
are sold. Under IFRS, the amount deferred as at December 31, 2003, net of the related tax effect, will be deduc-
ted from shareholders’ equity at that date, and all subsequent communications costs (e.g. advertising, public rela-
tions, promotions) will be expensed when incurred.

¢ Costs to take on financial debt: these are currently capitalized and amortized on a straight-line basis over the
duration of the loan. Under IFRS, from December 31, 2003, the breakdown over time of these costs will have to
be recalculated on the basis of the effective interest rate, adjusting shareholders” equity to take account of any dif-

ferences that might arise at that date.

- ¢ Capital grants: since January 1, 1998, capital grants have been accrued and taken to the statement of income in

proportion to the amortization charged to the related assets. Grants received before 1998 have been charged to
shareholders’ equity in whole or in part. Under IFRS, from December 31, 2003, all capital grants will have to be
treated as those received since 1998, adjusting shareholders’ equity to take account of any differences that mighe
arise at the date.

* Impairment: tangible and intangible assets are written down following permanent impairment in value and are
written back (except for goodwill, goodwill arising on consolidation and deferred charges) to their original value
when the reasons for the write-down no longer exist. The directors are responsible for deciding on the write-down
and write-back of assets. IFRS give precise instructions on how any permanent impairment is determined and the

circumstances that justify subsequent write-backs. Accordingly, the recoverability of tangible and intangible
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assets’ carrying amounts will have to be assessed at December 31, 2003 on the basis of new criteria, and any neces-
sary adjustments will be taken to shareholders’ equity. At each subsequent balance sheet date, the recoverability
of the amounts will be tested for impairment, and any write-downs and write-backs will be taken to the state-
ment of income.

Treasury shares: these are recorded under marketable securities and stated at the lower of cost and market value.
IFRS require that from December 31, 2003 treasury shares should be deducted from shareholders’ equity and that
the profits or losses from trading constitute changes in shareholders’ equity.

Deferred taxes: deferred taxes are recognized on the temporary differences between the carrying amounts of
assets and liabilities recorded in the financial statements and the corresponding values recognized for tax purpo-
ses, to the extent to which payment is expected in future years. IFRS provide that from December 31, 2003 defer-
red taxes should be recognized on all temporary differences berween the catrying amounts of assets and liabilities
in the financial statements and their values for tax purposes, any resulting difference in deferred taxes will be char-
ged against shareholders’ equity at that date.

Severance pay fund: this includes the amount of liabilities that, on the basis of current regulations, are due to
the employees of Italian companies and will be paid upon termination of employment. IFRS consider the seve-
rance pay fund to fall within the category of defined benefit plans and as such, from December 31, 2003, the new
standards require an actuarial calculation of che related amount (i.e. future projection of liability accrued at year
end and discounting of the liability to consider the amount of time that will pass before actual payment is made),

adjusting shareholders’ equity to take account of any difference that might arise at that date.

The differences described above are based on a careful comparative analysis of the current accounting policies and

those that will be adopted by the Group, where applicable, after the transition to IFRS. However, the above list

of differences could prove to be incomplete or imprecise following the more comprzehensive examinations that will

be

performed during first-time adoprion.
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With reference to article IA.2.13 of the Instructions to Stock Exchange Regulations, this report provides up-to-

date information on the company’s Corporate Governance system and its adoption of the Code of Conduct.
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The company’s current bylaws provide for a minimum of three and maximum of fifteen members on the Board
of Directors.
The bylaws do not have specific requirements for the office of director, nor do they set forth specific methods or

conditions for appointment to the board.

The Board of Directors will remain in office until the approval of the financial statements at December 31, 2004

and is composed as follows:

Executive Directors: ’ ’ e - . o .
Mzr. Tonino Perna - Chairman and CEO

Mr. Luca Solca - Executive Deputy Chairman

Non-executive Direcrors:

Mr. Mr. Bruno Assumma - Director

Prof. Claudio Dematté - Director (passed away on March 18, 2004)
Mr. Mr. Antonio Di Pasquale - Director

Prof. Salvatore Vicari - Director

The following Directors are considered “independent” under the criteria set out in the Code of Conduct:

Mr. Bruno Assumma,

Prof. Claudio Dematté,

Prof. Salvatore Vicari,

as they do not directly or indirectly own any shares in the company or carry out significant financial transactions
with the company which could impair their independence.

The Board of Directors confirms that the above Directors are independent with reference to the information each
of them has provided, and also on the basis of the definition included in the Code of Conduct and che instruc-
tions of the Italian Stock Exchange Rules for the “Star” Segment, with regard to the definition of significant rela-

tionships.

Non-executive Directors offer their specific expertise during board discussions and contribute to the decision-

making process in the company’s best interests.

Provided below are the offices filled by certain Directors in other financial, banking, insurance, or large compa-

nies listed on Iralian and foreign regulated markets:




Tonino Perna - Director of Efibanca S.p.A.

Prof. Claudio Dematté - Chairman of Banca di Trento e Bolzano S.p.A. and Director of the following companies:
Natuzzi S.p.A. (listed on the New York Stock Exchange) -

De Rigo S.p.A. (listed on the New York Stock Exchange)

Art’e S.p.A. (listed on the Nuovo Mercato)

Poligrafica San Faustino S.p.A. (listed on the Nuovo Mercato)

Winterthur Italia Holding S.p.A. (insurance company).

Information on the existence, composition and meerings of committees is summarized in the attached exhibits.

The Board of Directors plays a pivotal role in the company’s corporate governance system.
The following matters are the exclusive responsibility of the board, as per explicit board resolution:

* examining and approving the budget and strategic, business, and financial plans, and the Group's shareholding
structure;

¢ periodically verifying the results achieved versus those planned;

¢ verifying the adequacy of the company’s and its subsidiaries’ organizational and general administrative structure,
as set up by the CEOs;

e providing mortgages;

o providing other collateral and personal guarantees exceeding Euro 1 million per transaction;

* appointing and revoking COOs, assigning their powers and remuneration;

* acquiring and selling shareholdings, serting up new companies, consortia, and joint ventures, and recapitalizing
companies and other related parties;

* acquiring, selling, and renting business activities as lessor or lessee;

¢ authorizing the signature, renewal, and revocation of contracts for the acquisition and sale of licenses to use
brands;

* acquiring, selling, and trading real estate and signing and terminating real estate leases;

* taking on loans with a duration of more than 24 months and for amounts exceeding Euro 10 thousand per trans-
action;

» approving the draft financial statements, the consolidated financial statements, and interim reports;

¢ assigning and revoking powers assigned to Directors; ’

* determining the fees of Directors with powers and special duties;

* examining and approving transactions with related parties and/or in conflicts of interest;

* authorizing all other transactions beyond the limits of the powers assigned to individual Directors.

Powers are conferred on the Chairman, who also serves as CEO, and the Executive Deputy Chairman for ordinary
administration of the company, generally with separate signature within the limits of Euro 1 million and with

joint signature for greater amounts.
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Given the small size of the Board of Directors, no Executive Committee has been set up, although the bylaws per-

mit its appointment.
The Execurtive Direcrors report to the Board of Directors at least every quarter on the performance of their duries.

In turn, the Directors report to the Board of Statucory Auditors when Board of Directors’ meetings take place, at

least once each quarter, on activities performed and significant transactions carried out by the company and its

subsidiaries. They also report on any transactions in situations of potential conflict of interest or with related par-

ties.

To chis regard, a specific internal procedure has been issued so that the necessary information is provided in an

organized manner to the company bodies.

On the basis of the instructions given by the Board of Directors, the reporting includes, but is not limited to, the

following information, also with regard to the subsidiaries: '

* significant transactions, i.e. those with the most economic, financial, and equity importance;

* ctransactions in situations of potential conflict of interest, including intercompany transactions and those with
related parties;

» unusual or irregular transactions.

Significant transactions are, indicatively, those with amounts exceeding Euro 5 thousand or those which could in

any case have a significant impact on the financial position and results of the company and Group.

Should one or more Directors have any interest, including potential interest, in certain transactions subject to

Board approval, the Director or Directors concerned should inform the Board before the related resolution.

In general, for significant transactions with related parties, independent parties are requested to submit a fairness

opinjon to support the resolutions to be passed.

The Board meets more or less on a monthly basis. A total of 12 meetings took place during 2003. In general, and
with very few exceptions, all board members were present.

Eleven meetings are planned for 2004.

The bylaws do not require a minimum frequency for Board meetings.

Board members may participace in meetings virtually, using audio-visual links.

To guarantee the highest attendance of Directors and Statutory Auditors, the meetings schedule is prepared
yearly. :
Where possible, documents relating to the agenda of each Board meeting are given to Directors before the mee-

ting is held.
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In accordance with the Stock Exchange Rules, cthe 2004 Corporate Events Calendar has been published, in which
dates are scheduled for the following events:

* the meeting of the Board of Directors to approve the draft financial statements;

¢ the shareholders’ meeting to approve the statutory financial statements;

¢ the meetings of the Board of Directors to approve

¢ the first quarter report,

¢ the half year report,

¢ the third quarter report.

The Board of Directors has not established a Nomination Commirttee since, in accordance with the Code of
Conduct, this role can be carried out by the Board itself if it has a small number of members.

For the appointment of new Directors, the curriculum vitae of each candidate is presented to the shareholders
who follow their own voluntary procedures.

A summarized curriculum vitae of each Director and Statutory Auditor in office has been published on the com-
pany’s website.

The list voting system has not been adopted for the appointment of Directors.

raneration of

The Board of Directors has set up a Remuneration Committee made up of the following Non-executive Directors
(the first two are also “independent”):

Mr. Bruno Assumma - Chairman

Prof. Claudio Dematté

Mr. Antonio Di Pasquale

This Committee is responsible for proposing remuneration of the Directors and those with special duties to the
Board of Directors.

The Committee met once in 2002 after the appointment of the new Board, to propose the remuneration of
Directors with special -duties.

The remuneration of Group management is partially target-linked.

No stock option plans have been resoived upon that provide for the free allotment of shares or options to acqui-

re or subscribe shares issued by the company or its subsidiaries.

The company set up an internal control function in September 1999.

The manager of Group internal control does not report to any operating managers but does periodically report

his or her work to the CEO, Executive Deputy Chairman, and the Internal Control Committee, set up by the
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Board of Directors and currently comprised exclusively of the following non-executive and independent
Directors:

Prof. Claudio Dematté - Chairman,

Mr. Mr. Bruno Assumma,

Prof. Salvatore Vicari,

with the role, inter alia, of analyzing issues and possibly critical areas relating to the internal control system, in

particular the specific types of risk connected to the company’s activities.

The Committee reports to the Board at least each half year on the activities it has performed and the adequacy of

the internal control system.

During 2003, the Internal Control Committee met four times,
The CEO (or, if he is not available, the Executive Deputy Chairman) is invited to attend the Committee’s mee-

tings, as is the Chairman of the Board of Statutory Auditors, who may appoint another Statutory Auditor to

attend in his place, -

The main issues handled by the Internal Control Committee in 2003 were, inter alia:

» the examinarion and evaluation of the periodic reports and work schedules prepared by the Group Internal
Control Manager;

* the preparation of a policy of separation of powers and the general principles on which to base the organizational
structure of Group companies. This policy, which was approved by the holding company’s Board of Directors, has
already been adopted by the boards of its main subsidiaries;

¢ in accordance with Legal Affairs, the preparation of a draft service agreement (already approved by the main
Group companies), in relation to the set up of a Group Service Center within the subsidiary ITTIERRE S.p.A;

* the preliminary examination of the main aspects relating to the control environment, helpful in the creation of
an organizational model capable of meeting the requirements of Legislative decree no. 231/01 on the admini-
strative responsibilities of companies;

¢ the examination of the independent auditors’ engagement letters for the audits for the three years from 2003 to
2005;

¢ the evaluation of the adequacy of the accounting policies used to prepared the statutory financial statements and
consolidated financial statements;

¢ the examination and evaluation of guidelines and/ot different procedures issued by the relevant functions;

* in accordance with the Personnel and Organization Department, the preparation of an organizational manual for
the main operating companies to then be distributed to other Group companies after the necessary adjustments

have been made.

In November 2002, the Board of Directors approved a “Code of Ethics”. Its introduction was an important step
in laying the foundations for a strong internal control system. One of the goals of this Code is to prevent the
breach of Legislative decree no. on administrative responsibilities of companies.

The Code applies to the holding company IT HOLDING S.p.A. and all its direct and indirect subsidiaries.
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As described in the notes, the Board of Directors has explicitly included transactions with related parties as one
of the matters for which it is exclusively responsible.

Moreover, the internal procedure governing periodic disclosure of significant transactions performed by the com-
pany or its subsidiaries to company bodies includes reporting transactions performed by its subsidiaries with rela-

ted parties or those which could present conflicts of interest.

1y lnformaric

The Chairman and CEO directly oversee external relations and manage confidential information relating to the
company.

However, a specific “Investor Relater” role has been created and is currently handling relations with analysts,
institutional investors and other shareholders, and the distriburion of documents outside the company, as well as
information and press releases relating to it, particularly price sensitive information.

The person performing this role also draws on the services of an external consultant specialized in the field of
financial information.

In compliance with relevant rules and standards, an internal procedure was also recently issued to govern rela-
tions with the media and disclosure to the market, stating the necessary principles of correctness, clarity and equal

access to information.

In accordance with the Stock Exchange Rules, in November 2002, the Board of Directors approved the Internal
Dealing Code of Conduct, which took effect on January 1, 2003. The Code governs how information on personal
dealings in listed IT Holding S.p.A. financial instruments by members of the company bodies and other “rele-
vant persons” is handled.

The instructions contained in the Code are stricter than those issued by the Italian Stock Exchange.

Specifically, the company has undertaken to disclose to the market in a timely manner any dealings performed by
members of company bodies which, during one calendar quarter, either individually or cumulatively equal or
exceed Euro 25,000.

To date so such disclosure has been made. The company’s Directors or other relevant persons do not own any
investments in the company nor have they dealt personally in any of the listed financial instruments of the com-

pany. .

s

The share capital of Euro 12,293,700 consists of 245,874,000 ordinary shares with a nominal value of Euro 0.05
each.

At present, there are no other classes of shares.

w
I

DA v




1

i

The majority shareholder is GTP Holding S.p.A., an unlisted company with its registered office in Roma. As at
March 11, 2004 it owned a total of 64.29% of It Holding S.p.A. share capital, including 1.017% held directly and
63.273% held indirectly, through PA Investments S.A., with its registered office in Luxembourg.

There are no shareholders’ agreements in place.

On May 4, 2001, the shareholders approved a set of “Rules of Procedure” proposed by the Board of Directors.
The aim of these rules is to govern the ordinary and extraordinary shareholders’ meetings.and guarantee and regu-
late the right of each shareholder to take the floor on matters on the agenda.

The company's bylaws state that the rules governing the shareholders’ meetings are approved and modified by
the ordinary shareholders’ meetings.

The board of directors has not proposed modifications to the bylaws in connection with the share percentages

) _f:s_t_ablisbed by law and all necessary requirements to protect minority shareholders.

As indicated in the previous section, the Investor Relater also handles relations with shareholders.

EEY

The Board of Statutory Auditors will remain in office until the approval of the financial statements at December
31, 2004 and is composed as follows:

Mr. Mario Guerrisi - Chairman

Mr. Mr. Simone Feig - Statutory Auditor

Mr. Mr. Marco Rigotti (*) - Starutory Auditor

Mr. Mr. Valerio Piacentini (*) - Altérriate Auditor

Mr. Mzr. Vittorio Silvestri - Alternate Auditor

(*) appointed on the basis of lists presented by minority shareholders

Proposals to the shareholders for the appointment of Statutory Auditors, together with the curricula vitae of indi-
vidual candidates, are filed at the company’s registered office at least five days before the date of the shareholders’

meeting in compliance with the bylaws governing list voting.

Statutory auditors of mare than five other listed Italian companies may not be appointed statutory auditors of the

company.
For the appointment of the Board of Statutory Auditors, the aim of the list voting system (which requires a quo-
rum of at least 8%) is to ensure the minority shareholders appoint one statutory and one alternate auditor.

Statutory Auditors arte replaced by Alternate Auditors from the same list.

The Statutory Auditors in office serve other listed Italian companies as follows:
Mr. Marco Rigotti is Director of NTS Network Systems S.p.A. (listed on the Nuovo Mercato)
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To conclude, the company has largely implemented all of the recommendations of the Code of Conduct.

Attachments:
Internal Remune- Potential Potential
Control ration Appointment Executive
Board of Directors Committee ¢ Committee 0 Committee °  Committee
Other ‘
Non- offices
Office Members Executive executive independent  ***  held »* *= i ek e ol i
Chairman and
Chief Executive Officer  Perna Tonino X v 0 1
Deputy Chairman  Solcaluca LS 00
Director Assumma Bruno X X 66.7 X 75 X
Director Dematté Claudio X x N7 6 x 100 x
Disector Di Pasguale Antonio X 75 %
Director Vicari Salvatore X x 917 X 50

® Summary of Reasons for any Lack of Committee or Composition Differing from the Code of Conduct Recommendations: /

0 Summary of Reasons for any Lack of Committee or Composition Differing from the Code of Canduct Recommendations: /

° Summary of Reasons for any Composition Differing from the Code of Conduct Recommendations: /

EXHIBIT 1: COMPQSITION OF THE BOARD OF DIRECTORS AND COMMITTEES

Number of meetings held during the year

Board of Directors: 12 - Internal Control Committee: 4 - Remuneration Committee: 0 - Appointment Committee: / - Executive Committee: /
*  The asterisk indicates that the Director was appointed on the basis of a list presented by minority shareholders.

This columns shows the number of Director or Statutory Auditor positions held by the person concerned in Italian or foreign compa-
nies listed on regulated markets or Italian or foreign financial, banking, insurance or other large companies. The corporate governan-
ce report specifies the offices held.

*** |If this column is marked with an “X,” the board member is on the Committee.

**** This column shows the percentage of Directors’ participation in the board and committee meetings, respectively.

*k

Percentage of participation

Office Members in board meetings Other offices held**
Chairman ) Guerrisi Mario 9 /
Statutory Auditor Feig Simone 91 /
Statutory Auditor* Rigotti Marco G.ppe Maria . 100 m
Alternate Auditor* Piacentini Valerio Pier G.ppe / /
Alternate Auditor Silvestri Vittorio / /

Number of meetings held during the year: 11

Specify the quorum required for the presentation of lists by minority shareholders to appoint one or more Statutory Auditors (required
under article 148 of the Consolidated Finance Act): 8%

*  The asterisk indicates that the Statutory Auditor was appointed on the basis of a list presented by minority shareholders.

This columns shows the number of Director or Statutory Auditor positions held by the person concerned in other companies listed on
regulated markets in Italy. The corporate governance report specifies the offices held.

*%
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Summary of Reasons for any Waivers

YESNO from the Recommendations of the Code

Proxy System and Transactions with Related Parties

Has the Board of Directors conferred proxies, setting forth the following:  x

‘) limits X

b) how they are exercised and x

¢) the reporting frequency? X

Is the Board of Directors responsible for examining and approving
transactions with a significant impact on the balance sheet and

statement of income, including transactions with related parties? X

Has the Board of Directors set forth guidelines and criteria for

identifying significant transactions? X On the basis of information provided by the Board of

Directors, in February 2003, a procedure was issued
for periodic reporting (at least quarterly) to company
bodies, in which the criteria for identifying significant

transactions are set forth.

Are the ‘above guidelines and criteria described in the report?
Has the Board of Directors prepared specific procedures for examining
and approving transactions with related parties? X The Board of Directors has passed an explicit
resolution specifying the matters that are to be
considered as falling under its exclusive responsibility.
These matters include the approval of any transactions
A in potential conflict of interests and transactions with
related parties.
Are the procedures for approving transactions with related parties
described in the report? x
Procedures of the most recent appointment of Directors and
Statutory Auditors
Are the nominations for the office of director filed at least ten days in
advance? x ) The bylaws do not provide for this.
Are the nominations for the office of director accompanied by
thorough information? x For the appointment of new directors, the curriculum
vitag of each candidate is presented to the
) shareholders.
Are the nominations for the office of director accompanied by
statements of independence? X The Board of Directors checks independence
3 ) ) o o qualification after appointment.
Are thé nominations for the office of statutory auditor filed at least - -
ten days in advance? x The bylaws provided for the nomination for the office
of statutory auditor to be filed at least five days
before the shareholders’ meeting.
Are the nominations for the office of statutory auditor accompamed
by thorough information? x
Shareholders’ Meetings
Has the company approved Rules of Procedure for the
Shareholders’ Meetings? X
Are the Rules of Procedure attached to the report (or does the report
specify where the Rules can be obtained or downloaded)? x
Internal Control
Has the company appomted internal control managers? X
Are the managers hierarchically independent of the managers of the
operating areas? - X
Orgamzatlonal unit for internal control (required under article 9.3 of
the Cods) _ Group Internal Control Department
Manager: Mr. Mr. Sergio Monaco
Investor Relations
Has the company appointed an Investor Relations Manager" X

i Orgamzatlonal Unit and contact information

(address/telephone/fax/e-mall) of the investor Relations Manager -

G e Investor Relations

e o - -..Manager: Mr. Giovanni Paese
IT Holding S.p.A.

Corso Monforte, 30

20122 Milano

Tel. 02763039226

Fax: 02780016
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To the shareholders,

We submit the financial statements as at and for the year ended December 31, 2003 and the Directors’ Discussion
and Analysis for your approval. We propose covering the net loss for the year of Euro 46,932,874.77 by utilizing
Euro 6,998,340.66 from retained earnings, Euro 4,691,404.67 from the extraordinary reserve, and Euro
35,243,129.44 from the share premium reserve.

We would also like to take the opportunity to thank you for the trust placed in us.
On behalf of the Board of Directors

Tornino Perna

Chairman and CEO
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{In thousands of Euros}

ASSETS 12/31/2003 12/31/2002
A} SHARE CAPITAL PROCEEDS TO BE RECEIVED
B) _FIXED ASSETS
1. Intangbleassets e
1..statupandexpansioncost 3,039 2,906
2 research, development, and advertising costs 8,374 9,555
3 industrial patents, and similar rights 506 281
4 licenses, trademarks and permits 185,586 228,699
S goodwill 18,144 14,064
6 goodwill arising on consolidation 7,860 ..35,854
7 assets in formation and advances 1,434 10,188
8  other 37,530 28,177
______ Total 262,473 329,724
Il. Tangible assets
1 land and buildings 25,407 26,162
2 ..plant and machinery . 9,065 10,983
3 industrial and commercial equipment 2,998 2,618
4  other assets 13,461 14,559
5  assets in formation and advances 277 745
o Tetal T 51,208 55,067
________ lll. Long-term financial assets
.1....shareholdings in: . e
a)  subsidiaries 59 6,410
b) affiliates - 144
d) other . 39 23
total shareholdings 98 6,577
2 Receivables.
a)  due from subsidiaries
al) due before 12 months 3,233 3,143
d)  due from others
d1) due before 12 months ..270 9979
d2) due after 12 months 3,033 232
" total receivables 653 ina43
3 other securities - 159
T Total 6,634 22,179
TOTAL FIXED ASSETS 320,315 406,970




(In thousands of Euros)

[

ASSETS 12/31/2003 12/31/2002
C) CURRENT ASSETS
L Inventories . B B .
1 raw, ancillary and consumable materials 32,605 37,158
vvvvv 2 products in process and semi-finished products 24,960 19,399
4 finished products and merchandise ' 109,742 88,554
5 advance payments . 6. . 5
Total 167,313 145,116
Il.  Receivables
1 trade:
1.1 due before 12 months 73,559 122,154
’ 2 subsidiaries:
I " 27 duebefore12months - - - - 1,744 2,560
3 affiliates:
T - ) 3.1 due before 12 months 280
________ 4  parent companies:
__________ 4.1 due before 12 months 1,451 962
5  due from others:
T o 5.1 dué before 12 months 98,809 83,534
5.2 due after 12 months 5,699 146
Total 181,262 209,636
NIl Marketable securities
4 othershareholdings 26 26
5  treasury shares 129 102
6 other securities 30,699 -
Total 30,854 128
IV. Cash and cash equivalents:
1 bank and PO. deposits 35,315 46,247
2 cheques on hand 200 129
3 cash on hand 895 603
Total 36,410 46,979
TOTAL CURRENT ASSETS 415,839 401,859
D) ACCRUED INCOME AND PREPAID EXPENSES 86,446 66,315
TOTAL ASSETS 822,600 875,144
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Balance Sheets - Liabilities
CONSOLIDATED
(In thousands of Euros)
LIABILITIES ) 12/31/2003 12/31/2002
A) SHAREHOLDERS’ EQUITY
| Share capital 12,294 12,294
1l Share premium reserve 136,977 137,004
IV Legal reserve 2,627 2,627
V  Reserve for treasury shares 129 102
VIl Otherreserves: = 33,017 34,877
1 extraordinary reserve C 469 4,691
2 consolidation reserve 30,015 30,015
3 translation reserve (2,371) (511)
4 other ) ) - ) 682 682
Vil Retained earnings (loss) 59,940 54,834
IX  Net income (loss) for the year o (72,964) 5,106
Sub total ) 172,020 246,844
....Minority interest in .. S .
X Capital and reserves 679 1,406
Xl Net income (loss) for the year - ) 72 (584)
Sub total 751 822
TOTAL . 172,771 247,666
B} PROVISIONS FOR CONTINGENCIES AND CHARGES
1 agents’ termination benefits - ) 5,880 4,903
2 tax provisions ) )
a)  tax provisions 4,538 4,096
3 others o a3 8837
TOTAL 18,756 17,836
C) SEVERANCE PAY FUND 15,398 14,214
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(in thousands of Euros)

12/31/2003 12/31/2002
_________ 17 interest and other financial charges:
a)  subsidiaries 39 .
d)  other parties 48,402 29,932
e)  losses on foreign exchange 10,737 6,399
] Total financial charges 59,178 36,331
TOTAL (37,514)  (25115)
D) ADJUSTMENTS TO FINANCIAL ASSET VALUES
19 write-downs:
a) _ shareholdings 2,206 1,715
c) _ securities included under marketable securities 4 1
Totalwrite-downs 2210 1716
TOTAL ADJUSTMENTS (2,210) (1,716)
E) EXTRAORDINARY ITEMS
20 income:
a)  capital gains on the sale of assets 33 2,564
c) _ non-recurring gains 2,544 1,251
______ d)  other items 146 g
_ Total income 2,723 3,824
21 charges:
a) capital losses on the sale of assets 352 17a
b)  other capital losses 229 1
€. .non-wecurringlosses 3,023 3,564
d) otheritems 2,023 1,923
" fotal charges s 5,662
_ TOTAL EXTRAORDINARY ITEMS (2,904) (1,838)
RESULT BEFORE TAXES (74,559) 4,424
22 income taxes: )
a) _ current taxes 15,548 24,241
b) deferred taxes (17,215) (24,339)
YEAR-END RESULTS INCLUDING MINORITY INTERESTS (72,892) 4,522
MINORITY INTERESTS IN NET (INCOME) LOSS (72) 584
26 NET INCOME (LOSS) FOR THE YEAR (72,964) 5,106




The consolidated financial statements at December 31, 2003, consisting of a consolidated balance sheet, consoli-
dated statement of income and these notes, have been drawn up in accordance with the relevant legislation and
are consistent with the previous year.

In preparing these notes, most of the numerical data required by articles 38 and 39 of Legislative decree no.
127/91 have been summarized in a series of tables intended to clarify and facilitate reference to the matters descri-
bed herein at length in compliance with the statutory requirements.

In compliance with paragraph 6, article 29 of Legislative decree no. 127/91 and subsequent modifications, the
consolidated balance sheet, consolidated statement of income and figures presented in the notes to the financial
statements and Directors’ Discussion and Analysis are expressed in thousands of Euros, unless otherwise indica-
ted. Comparative figures as at and for the year ended December 31, 2002 are given for each balance sheet and sta-
tement of income caption.

In the preparation of the 2003 consolidated financial statements, certain items have been reclassified compared
to December 31, 2002. This was considered necessary to improve the presentation of the Group situation. For a

valid comparison, the reclassifications have also been made to the related 2002 captions.

To facilitate an accurate assessment of the Group’s financial position and results, the consolidated cash flow sta-

tement has been prepared and is attached as Exhibit 1 to these notes.

The consolidated financial statements at December 31, 2003 reflect the consolidation of the financial statements
of IT HOLDING S.p.A. and its subsidiaries indicated below.

The consolidated financial scatements were audited by KPMG S.p.A. pursuant to article 156 of Legislative Decree
no. 58 dated February 24, 1998, on the basis of the shareholders’ resolution of May 6, 2003 in which the andit
engagement was assigned to KPMG S.p.A. for the three-year period from 2003 to 2005.
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The companies listed below are consolidated using cthe line-by-line method:




(in thousands of Euros)

ASSETS 12/31/2003 12/31/2002
C) CURRENT ASSETS
L inventories T R
1 raw, ancillary and consumable materials 32,605 37,158
2 products in process and semi-finished products 24,960 19,399
4 finished products and merchandise ' 109,742 88,554
5 _.advancepayments 6 5
Total 167,313 145,116
Il.  Receivables
1 trade:
1.1 due before 12 months 73,559 122,154
2 subsidiaries:
2.1 due before 12 months 1744 2,560
3 affiliates:
3.1 due before 12 months 280
4 parent companies:
________ 4.1 due before 12 months 1451 962
5 due from others:
51 duebefore 12months 98,809 83534
5.2 due after 12 months 5,699 146
_______ Total 181,262 209,636
lIl.  Marketable securities
4  other shareholdings 26 26
5 treasury shares 129 102
....... 6  othersecurites 30,699 T
Total 30,854 128
IV. Cash and cash equivalents:
....... 1. bank and PO. deposits 35,315 46,247
2 cheques on hand 200 129
3 cash on hand 895 603
Total 36,410 46,979
TOTAL CURRENT ASSETS 415,839 401,859
D) ACCRUED INCOME AND PREPAID EXPENSES 86,446 66,315
TOTAL ASSETS 822,600 875,144
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CONSOCLIDATED
(In thousands of Euros)
LIABILITIES 12/31/2003 12/31/2002
A) SHAREHOLDERS' EQUITY
| Share capital 12,294 12,294
il Share premium reserve 136,977 137,004
N legalreserve Y 2627 o 2,627
V_ Reserve for treasury shares 129 102
VIl Other reserves: 33,017 34,877
1 extraordinary reserve 4,691 4,691
2 consolidation reserve 30,015 30,015
3 translation reserve (2,371) (511)
) 4  other 682 682
Vil Retained earnings (loss) 59,940 54,834
IX_ Net income (loss) for the year (72,964) 5,106
Sub total 172,020 246,844
Minority interest in -
X Capital and reserves 679 1,406
~ Xl Net income (loss) for the year 72 (584)
Sub total 751 822
TOTAL 172,771 247,666
B) PROVISIONS FOR CONTINGENCIES AND CHARGES
1 agents’ termination benefits 5,880 4,903
2 tax provisions o
a)  tax provisions 4,538 4,096
3 others 8,338 8,837
TOTAL 18,756 17,836
C) SEVERANCE PAY FUND 15,398 14,214
52 CONSULIDATED B DING Ansual REPORY 000k
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(In thousands of Euros)

LIABILITIES 12/31/2003 12/31/2002

D) ACCOUNTS PAYABLE

1 bonds :
1.2 due after 12 months 200,000 200,000
3 . duetobanks e e S
3.1, due before 12 months e JALI09 53,818
o 3:2 due after 12 months . . 87,898 . 21412
4 due to other lenders
41 duebefore12months o0 1,707
4.2 due after 12 months 483 672
5  advance payments - B
5.1 due before 12 months 3,543 2,032

6 due to suppliers

6.1 due before 12 months 194,707 158,018
8 .. duetosubsidiaries e I . B
8.1 due before 12 months 1,764 992
9 ._due to affiliates
9.1 due before 12 months - 1,506
10....due to parent companies . e
10.1 _due before 12 months 12 74 -
...... _11__sums payable to taxation authorities , S
11.1 due before 12 months ] 3,842 19,013
12 due to social security agencies .
12.1 due before 12 months 6,454 2,858
13 other accounts payable o e R
13:1 due before 12 months - 42,563 30,977
. ...13.2 due after 12 months S 388 411 .
TOTAL ' 583,457" 563,490 -
E)  ACCRUED LIABILITIES AND DEFERRED INCOME 32,218 » 31,938
TOTAL LIABILITIES ' 822,600 875,144
MEMORANDUM ACCOUNTS
A) PERSONAL GUARANTEE PROVIDED R e
1 Guarantees and warrants to grant credit provided on behalf of:
third parties = 44,477 45,111
TOTAL . 44,477 45,111
C) COMMITMENTS, RISKS, SALES AND PURCHASE COMMITMENTS AND
OTHER MEMORANDUM ACCOUNT
1 Purchase commitments ) - ) 923
2 Commitments for foreign exchange transactions 476,072 445,038
3 Notional principal on interest rate swaps ) 55,723 20,723
5 Excess on factoring of receivables without recourse 3,000 16,060
TOTAL ) 534,795 482,744
TOTAL MEMORANDUM ACCOUNTS 579,272 527,855
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Statements of Income
CONSOLIDATED
{In thousands of Euros)
12/31/2003 12/31/2002
A) VALUE OF PRODUCTION
1 revenues from sales and services 668,211 655,292
2 inventory changes 27,971 17,574
5 other revenues and income: ‘
5.1 capital injections 3 3
. 5:2__sundry revenues ..10,770 6,640
TOTAL 706,955 679,509
B} COSTS OF PRODUCTION B
...... 6.....raw, ancillary, consumable materials, and merchandise ..225782 231,740
7 outside services 291,160 261,299
8  use of third party assets 24,769 23,004
9 personnel 80,756 80,705
a)  wages and salaries 61,530 61,703
b)  social security contributions 14,398 14,584
¢} severance pay fund 3,985 3,867
d)  agents’ termination benefits 63 63
e) othercosts i 780 488
10 amortization/depreciation and write-downs: 107,305 45,050
a)  intangible assets 38,420 33,400
b) tangible assets 9,381 2,084
¢)  other write-downs o 56,483 .80
d)  bad debt provision and liquid assets 3,021 2,486
11 inventory changes 4,504 (464)
12 provision for contingencies 158 302
13 other provisions - 21
14 sundry operating costs 4,452 4,759
TOTAL 738,886 646,416
DIFFERENCE BETWEEN VALUE AND COSTS OF PRODUCTION - (31,931) 33,093
C) FINANCIAL INCOME AND CHARGES
16  other financial income:
a) long-term receivables
al) subsidiaries - 76
) ad) other parties 1585 2
b)  other long-term financial assets 2 7
c)  marketable securities 5461 356
d)  other financial income
d3) parent companies 350 857
d4) other parties 6,091 5,010
d5) gains on foreign exchange 9,605 4,908
Total financial income 21,664 11,216

COMBULIDATED IN




(In thousands of Euros)

12/31/2002

12/31/2003
17 interest and other financial charges:
......... a) . subsidiaries e 39 -
d)  other parties 48,402 29932
e) losses on foreign exchange 10,737 6,399
Total financial charges 59,178 36,331
TOTAL (37,514) (25,115)
D) ADJUSTMENTS TO FINANCIAL ASSET VALUES
19  write-downs: i
a)  shareholdings ] 2,206 1,715
¢)  securities included under marketable securities 4 1
Total write-downs 2,210 1716
TOTAL ADJUSTMENTS (2,210) (1,716)
E) EXTRAORDINARY ITEMS
20 income: . R e N .
a)  capital gains on the sale of assets 33 2,564
€ non-recurring gains 2,544 1,251
d) otheritems 146 9
Total income 2,723 3.824
21  charges:
a)  capital losses on the sale of assets 352 174
b)  other capital losses 229 1
g non-recurring losses 3,023 3,564
d)  other items 2,023 1,923
Total charges 5,627 5,662
TOTAL EXTRAORDINARY ITEMS (2,904) (1,838)
RESULT BEFORE TAXES (74,559) 4,424
22 income taxes: )
a)  current taxes 15,548 24,241
b) deferred taxes (17,215) (24,339)
YEAR-END RESULTS INCLUDING MINORITY INTERESTS (72,892) 4,522
MINORITY INTERESTS IN NET (INCOME) LOSS (72) 584
26 NET INCOME (LOSS) FOR THE YEAR (72,964) 5,106
£y WAL L a3
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The consolidated financial statements at December 31, 2003, consisting of a consolidated balance sheet, consoli-
dated statement of income and these notes, have been drawn up in accordance with the relevant legislation and
are consistent with the previous year.

In preparing these notes, most of the numerical data required by articles 38 and 39 of Legislative decree na.
127/91 have been summarized in a series of tables intended to clarify and facilitate reference to the matters descri-
bed herein at length in compliance with the statutory requirements.

In compliance with paragraph 6, article 29 of Legislative decree no. 127/91 and subsequent modifications, the
consolidated balance sheet, consolidated statement of income and figures presented in the notes to the financial
statements and Directors’ Discussion and Analysis are expressed in thousands of Euros, unless otherwise indica-
ted. Comparative figures as at and for the year ended December 31, 2002 are given for each balance sheet and sta-
tement of income caption.

In the preparation of the 2003 consolidated financial statements, certain items have been reclassified compared
to December 31, 2002. This was considered necessary to improve the presentation of the Group situation. For a

valid comparison, the reclassifications have also been made to the related 2002 captions.

To facilitate an accurate assessment of the Group’s financial position and results, the consolidated cash flow sta-

tement has been prepared and is attached as Exhibit 1 to these notes.

The consolidated financial statements at December 31, 2003 reflect the consolidation of the financial statements
of IT HOLDING S.p.A. and its subsidiaries indicated below.

The consolidated financial statements were audited by KPMG S.p.A. pursuant to article 156 of Legislative Decree
no. 58 dated February 24, 1998, on the basis of the shareholders’ resolution of May 6, 2003 in which the audit
engagement was assigned to KPMG S.p.A. for the three-year period from 2003 to 2005.
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The companies listed below are consolidated using the line-by-line method:




{in Euros unless otherwise indicated)

l Share % of direct % of indirect
Consolidated companies Registered office capital ownership ownership

B -IT HOLDING S.p.A. (Holding company) __Pettoranello di Molise (IS) - | 12,293,700 B
IBEX 2001 S.p.A. _ " Milano - | i 100,000 90:00% - :
TFS.p A, TMilang 1T 00000 T RO 00%
ITF USA Inc. New York ~ NY - USA UsD 500.000 100,00%
FERRE FINANCE S.A. i lussemburgo-L " 125,000 99 999%
IT FINANCE AND TRADING BV, Amsterdam - NL 4785160 T 100,00%
GF MONTAIGNE S.a.s. Paris - F 1,933,750 100,00%

l ITTIERRE FRANCE S.A. e Paris - F 1,458,000 99,994%
M.A.C. FRANCE E.url. Paris - F Caepooo T 400,00%
GIANFRANCO FERRE FRANCE Eurl.  Paris-F T apopo0 T 100,00%
HOBBYMARKT WASSENAAR BV, | Amsterdam - NL 18,160 100,00%
MAG|C STYLE S.r. R Pettoranello di Molise (IS)-1 40,330 ....700,00%
ITTIERRE MODEN GmbH Dusseldorf - D o 64,000 100,00%
M.A, C_VDEUTSCHLAND GmbH Dusseldorf - D " 255,750 100,00%
M.A.C. MARBELLA 5.L. e M21298 - B - 100,200 100,00%
GIANFRANCO FERRE UK [td. London - GB GBP?57.686 100,00%
ITTIERRE SUISSE GmbH Mendrisio - CH ... CHF2s000Q 100,00%
IT ASIA PACIFIC Limited (a\ready FARIT Limited) Hong Kong - HK HK$ 500.000 100,00%
QUARTERMAIN Ltd. S Hong Kong - HK HKS 1.000 99,90%
THOLDING USAInc. New York-NY-USA " Uspaooooo T 100,00%
IT USA Inc, New York - NY - USA USD 200.000 100,00%
MANIFATTURE ASSOCIATE CASHMERE USA Inc.  New York - NY - USA UsD 50.000 100,00%
M.A.C. SOHO Llc, New York - NY - USA USD 584.062 100,00%
M.A.C. MADISON Lle, oNewYork -NY-USA ~ USD 2.980.873 100,00%
M.A.C. COLORADO Lle. . Denver- CO- USA USD 608,389 . e 300,00%
M.A.C. BAL HARBOUR Llc. Tallahassee FL-USA . UsD 489470 100,00%

l M. A, C.PALMBEACH Lle. o Tallahassee FL-USA USD 437.168 100,00%
M.A.C. CHICAGO Llc. " Springfield - IL-USA USD 722993 T 100,00%
M.AC. CLINTON Lle, e Hartford - CT-USA . UsDaw1931 .100,00%
M.A.C. WOODBURY Lfe. New York - NY - USA .. UsD 380,191 100,00%

l GIANFRANCO FERRE HOLDINGS Inc. Wilmington - DE-USA ~ USD5500.000 100,00%
GIANFRANCO FERRE USAInc,  NewYork-NY-USA  USD 1.000.000 100,00%
FIRST N.Y. BOUTIQUE Inc. New York - NY - USA USD 1.500.000 100,00%

' FIRST PB.BOUTIQUE Ine, ee-FL-USA UsDs00000 T 00,00%
FIRST RODEQ Corp. , Beverly Hills - CA- UsA "~ "™ "USD'600.000 100,00%
GIGLI S p A Pettoranello di Molise (5) -1~ 's20000  10000% T
V2l HOLDING S A, o Lussemburgo-L - 3,235090 100.00%
EUROHOLDING FASHION S. A i Lussemburgo - L " CHF 150.000 80,00%
INTERSTYLE HOLDING S.A. """ “lussemburgo“LCHF2s00000 T 0,009
MODA BRAND HOLDING S.A, ... Lussemburgo - L CHF 300.000 80,00%
ALUSON Sp A _ T Padova- | T Am02800  Taocoo% T T
ALLISON EYEWEARpe. . " Los Angeles - CA - USA UsD 1 500.000 . 5300%
ALLISON CANADA inc. North York - Ontario - CANADA  CAD 95000 """ """ ‘gp,00%
DESIL S.p.A. . Domegge di Cadore BL} -1 490400 . ..100,00%
ITTIERRE S.p.A. Pettoranello di Molise (IS) - | 38,740,000 100, 00% T
ETES L pettoranslio di Molise 15) -1 26,481 T 00,00%
ITC S.p.A. Pettoranello di Molise (IS) - 1 2,580,000 100,00%
HYPSOS S.r.l, e Pettoranello di Molise (IS) - | 005% 99.95%
IT RESEARCH S.c.arl. Pettoranello di Molise (IS)-1 .100,00%
ITTIERRE ACCESORIES S.p.A. Pettoranello di Molise (IS) - | 90,00%

l SERVIZI MODAS.rl. . Pettoranello di Molise (IS)-1 94342 100,00%
M. A C.- Manlfatture Assocxate Cashmere S.p.A.  Campi Bisenzio (FI) - | _ 100,00%
GENTRYPORTOFINO S.p.A. Pettoranello di Molise (IS) - | 100.00%
PAF - Pelletterie Artigiane Fiorentine Surl. Campi Bxsenzm FO-0 00000 100,00%
GIANFRANCO FERRE S.p.A. ! Milano - | 6,750,000 100,00%
NUOVA ANDREA FASHION S.p.A. : Milano - | 1,800,000 100,00%




The consolidated financial statements as at and for the year ended December 31, 2003 were prepared on the basis
of the financial statements of all consolidated companies at the same date for legal and statutory purposes, and
approved and duly adjusted or reclassified by the relevant boards of directors in order to make them consistent

with Group accounting policies.

The balance sheet dates of the subsidiaries are the same of the holding company; as a consequence, there was no

need to prepare interim financial statements for such companies.

Changes which occurred in the consolidation area with respect to December 31, 2002 are the following:

Increases:

¢ Acquisition of 100% of SERVIZI MODA S.r.l. with registered office in Pettoranello di Molise (IS) from chird
parties;

* GF MONTAIGNE S.as.; this company was acquired in 2002 but not consolidated in the financial statements at
December 31, 2002 as it was dormant;

e ITTIERRE ACCESSORIES S.p.A., set up in 2003, with registered office in Pettoranello di Molise (IS), active in
the creation, production and marketing of clothing accessories in leather and fabrics;

e IT RESEARCH Sca rl; set up in 2003, chis is a consortium in which all Group companies operating in the
ready-to-wear division have equal shareholdings. It organizes training courses directly or on behalf of consortium
members and/or other public and private entities.

Decreases:

+ FINANCIERE MELPAR HOLDING S.A., Luxembourg-based company in liquidation.

s C.IM. - Compagnia Iraliana Maglierie S.r.1. (fully owned by M.A.C. - Manifacture Associate Cashmere S.p.A.) in
liquidation.

* MAC JAPAN Inc. in liquidation.

* BIEMME S.t.l., sold to third parties in 2003.

e MAC UK Ltd., after its activities were discontinued.

e MALO S.p.A., following its merger into ITTIERRE S.p.A..

GF MANUFACTURING $.1.1. - in liquidation and MADE FERRE S.r.l. - in liquidation were excluded from con-
solidacion in the previous year.

The changes in the consolidation area did not have a significant impact on the Group structure with respect to
the previous year.

7 NI S S : . TV T
Consolidarion Policies

The most significant consolidation policies adopred in preparing the consolidated financial statements are the fol-

lowing:

* assets and liabilities and statement of income captions of consolidated companies are included on a line-by-line
basis by eliminating the book value of consolidated shareholdings against the shareholders’ equity of the subsi-
diaries at the moment of their acquisition. The portion of consolidated shareholders’ equity and consolidated net

income attributable to minority interests is stated separately;




3
|
¢

¢ the difference between the acquisition cost and net worth of the subsidiaries at the date of their acquisition is
allocated, where possible, to the assets and liabilities of the subsidiary in question. Any surplus value, consisting
of the goodwill paid for the acquisition of the shareholding, is entered under “Goodwill arising on consolidation”
- among intangible assets - and is amortized over ten years or twenty years, in accordance with its future income
generating potential and with the group’s sales policies. Any negative value is credited to the “Consolidation
reserve” under shareholders’ equity, after writing off the fixed assets and making an allocation to the
“Consolidation provision for future contingencies and charges” where necessary”;

» unrealized income from intra-group transactions is eliminated, where significant, as well as receivables and paya-

bles and transactions between the companies included in the consolidation.

The financial statements of foreign companies are translated into Euros as follows:
» assets and liabilities are stated at the exchange rates ruling at the balance sheet date;
* statement of income captions at the average exchange rates for the year;

* the individual shareholders’ equity captions are stated at historical exchange rates.

Exchange rate gains and losses arising from the application of this method are recognized as a separate caption of

shareholders’ equity in the “Translation reserve.”

The exchange rates of the Euro to the principal foreign currencies used to prepare the consolidated financial sta-

tements are the following:

2003 - 2002

Year-end Average Year-end Average
gso T TTTAes0 T e T T T T bagy 09463
CHF B __1.5579 1.5215 1.4524 1.4671
GBP 0.7048 0.6921 0.6505 0.6290
KD 98049 " "ggosg T aare 73787
JPY : 135.0500 131.0025 124.3900 118.1400
CAD 1.6234 1.5815 1.6550 1.4845
Valuation Lriie anc 5 .

The valuation criteria and accounting policies adopted in preparing the consolidated financial statements comply
with those adopted by the holding company in preparing its statutory financial statements, in accordance with
the accruals and prudence principles and on a going concern basis, as provided for by article 2423 bis and subse-
quent articles of the Civil Code and, where necessary, integrated with the generally accepted accounting princi-
ples promulgated by the International Accounting Standards Board (I1.A:8.B.). The accounting policies adopted
by the holding company and those relating to the production and sales activities of the subsidiaries are described

below.
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Intangible assets are valued at cost, including any ancillary charges and adjustments resulting from mergers or
the first consolidation of companies acquired. The cost of intangible assets is amortized over a period determined
on the basis of their estimated useful life. It should be noted that:

* “Starr up and expansion costs” refer mainly to legal and notary fees and charges incurred for the increase in share
capital and are amortized over five years;

* Research, development, and advertising costs” include costs incurred for the urilization of internal Group resour-
ces for research activities and extraordinary advertising to launch new collections relating to new owned brands
or licenses. These costs are amortized over five years on the basis of the quality and prestige of the trademarks and
their estimated useful life.

* “Licenses, trademarks and permits” include:

- the cost of trademarks, which is amortized over 20 years for those that are well-known and established with
indefinite useful lives, and over ten years for those with limited useful lives; rhe useful lives of trademarks are
verified at each balance sheet date and, if necessary, their amortization periods are adjusted; trademarks no lon-
ger in use for any reason or expected to be taken out of commercial use are stated at estimated realizable value;

- costs for the signing of license agreements, when a lump-sum is paid at signing, amortized on a straight-line
basis over the duration of the agreement;

- costs incurred for the purchase of software programs, amortized over three years, except for the SAP, STEALTH
and ORDAGE programs forming the Group's IT system which are amortized over five years;

¢ “Goodwill” includes the commercial goodwill paid for the group’s sales premises which is amortized on the basis
of the duration of the lease contracts; where necessary, carrying amounts are written down by the amount not
expected to be recovered through future revenues or sale;

* “Goodwill arising on consolidation” includes the residual amount of the surplus value paid for the acquisition of
shareholdings compared to their shareholders’ equity at the moment of acquisition; it is amortized over ten or 20
years, depending on its estimated income generating potential; the recoverability of goodwill through future
revenues is verified at each balance sheet date and any unrecoverable amounts are written off;

* “Assets in formation and advances” relate to advances to suppliers for the acquisition of goods and rights.

* “Other” mainly refers to costs for leasehold improvements. It also includes capitalized bank charges and fees rela-
ted to financing and the costs for the syndicated bond issue on the Euromercato. These costs are amortized on a

straight-line basis over the duration of the lease agreements, loans, and bonds.

Fangible Assers

Tangible assets are stated at cost, including all directly related ancillary charges and statutory revaluations under
the provisions of Law no. 413/91.

Depreciation charges are calculated on a straight-line basis over the estimated useful life of each asset, which is
defined as residual technical and economic utility. The results of these valuations do not differ from the standard
rates permitted by current tax regulations.

Depreciation rates are reduced by 50% for those assets which are acquired during the year, if chey are only used,
on average, for half of the year. On the contrary, assets of a significant amount arz depreciated starting from the
date on which they are ready for use.

Assets with a unit value which does not exceed Euro 516 are expensed in the year of their acquisition. Their total
value was not significant.

Depreciation rates are as follows:

<31
<




industrial buildings : - 2\ S
general plant, light constructions, and operating machinery . } s o ~10.0
general plant and operating machinery purchased after January 1, 1989 12.5
office furniture and equipment IS 12.0
canteen equipment and fittings 12.5
furnishings } ) : 15.0
electronic machines : - . e 200
miscellaneous and small equipment ) 25.0
mobiles e 250

motor vehicles and internal means of'tvrvanspo'rt' 20.0

Tangible assets are written down in cases where, regardless of their accumulated depreciation, there is a perma-
nent impairment. The original value is reinstated if and when the reason for the write-down no longer exists.
Ordinary maintenance costs are charged in full to the statement of income, whereas those of an extraordinary
nature are allocated to the related assets and depreciated over their residual useful life.

Assets in formation and advances relate to payments on account to suppliers for cthe purchase of goods.

Shareholdings in unconsolidated subsidiaries and affiliates are stated using the equity method. Any gains or los-
ses arising from the application of the equity method are disclosed in the consolidated statement of income under
adjustments to financial asset values.

Shareholdings in other companies are valued at cost adjusted, where necessary, to reflect permanent impairment.

Fixed-interest rate securities entered under long-term financial assets are stated at the lower of cost and estima-

ted realizable value.

£

Inventories are stated at the lower of purchase or production cost and market value.

Production costs of finished products include the cost of raw materials, consumables and external manufactures
and the portion of all those direct and indirect production costs which may reasonably be attributed to them,
excluding financial charges and overheads.

Semi-finished products, consisting of raw materials and accessories in process outsourced to subcontractors, are
valued by adding the average cost of raw materials and accessories to the outside production costs incurred up to
the balance sheet date. )

Market value is the replacement cost for raw and ancillary materials and semi-finished products and the net rea-

lizable value for finished products and merchandise.

Receivables are stated at estimated realizable value. Where necessary, receivables are written down through the

relevant bad debt provision. Payables ate stated at face value.

Receivables and payables denominated in foreign currency are recognized at the exchange rate prevailing at the
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date of the relevant transactions. Shore-term receivables and payables in foreign currency are stated at the exchan-
ge rate ruling ac the balance sheet date,
Gains and losses arising from the conversion of individual short-term receivables and payables are taken to the

statement of income,

Facooris

Receivables factored without recourse are eliminated from the consolidated financial statements. If there are any
contractual provisions which split the risk of insolvency between the company and factoring company, the

amount of the risk taken on by the former is included under the memorandum zccounts.

Ko
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In July 2003, the holding company, along with certain Group companies, finalized an agreement for the facto-

ring of trade receivables without recourse on a monthly revolving basis.

The factoring was carried out in accordance with Law no. 52/1991 on factoring and pursuant to article 58 of

Legislative decree no. 385/1993, as part of five-year securitization plan.

The related recognition criteria are the following: v

¢ the receivables factored without recourse are derecognized in the balance sheet and the countervalue, net of secu-
ritization charges, is recorded under bank accounts.

* the costs of the securitization transaction are recorded under financial charges;

¢ the one-time charges for the analysis and start-up of the securitization plan (i.e. legal, rating, and arrangement

fees) are capitalized and are be amortized over the duration of the transaction.

asury Sl

5
These are stated at the lower of average cost and market value. In accordance with articles 2357 ter and 2424 of

the Civil Code, a reserve for own shares, unavailable for distribution, is set up within shareholders’ equity for the

total amount of the shares acquired.

Cush and Cosh Eouis

Cash and cash equivalents are stated at face value, while bank deposits are stated at estimated realizable value
which, in this case, corresponds with face value. Cash in foreign currency is converted at year-end exchange rates

and any resulting gains or losses are taken to the statement of income.

and Deferred Income

Capital grants received before December 31, 1995 are stated under “Other reserves”, which are included in the
“Consolidation reserve” under consolidated shareholders’ equity.

Capital grants received between December 31, 1995 and December 31, 1997 are recorded as follows: 50% as reser-
ves subject to taxation upon distribution under shareholders’ equity; the remaining 50% is stated under deferred

income and credited to the statement of income and therefore subject to taxation (20% on a yearly basis). In order

7
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to present a fair disclosure of capital grants according to correct accounting principles and pursuant to the appli-

" cation of the new tax legislation, grants approved and received from January 1, 1998 are stated on an accruals

basis; they are recorded under deferred income and taken to the statement of income each year over the useful life
of the related assets. - N

Had the Group always taken grants to the statement of income over the useful life of the related assets on a syste-
matic basis, shareholders’ equity at December 31, 2003 would have been approximately Euro 1,328 thousand
lower, without any significant effects on the year-end result and without considering the tax effects which would

have been immaterial.

5 for Cone
These provisions are made to cover losses of a specific nature, the existence of which is certain or probable at year
end, but the amount or due date of which is unknown. Contingencies and losses identified after the year end up
to the preparation of the consolidated annual report are also considered. These provisions ace made on a best esti-
mate basis.

Agents’ termination benefits represent the amount to be paid to agents upon the termination of their contracts,
calculated on the basis of the charge to be paid on termination in compliance with law and other relevant factors

such as historical data, the average duration of agents’ contracts and their turnover.

This provision is stated in compliance with current legislacion, national labor contracts and supplementary com-

pany contracts. It represents the payable due to all employees at year end, net of any advances paid.

|
BEGE

L A0C0nTs

This caption summarizes information on guarantees given, purchase and sales commitments taken on or other

risks.

| o P B P -
e Rave Risks and fnjeres

IT HOLDING Group takes out hedging contracts against exchange rate risks on its estimated foreign currency

exposure connected to its sales performance abroad based on orders received. Both losses and gains arising from

" the valuation of these contracts at year-end are taken to the statement of income. At year end, the notional prin-

cipal of forward foreign exchange sales contracts is presented in the memorandum accounts at the contractual for-

ward rate.

The Group also enters into forward contracts to hedge interest rate risks on short, medium and long-term loans
granted at variable interest rates. Given the aim of these forward contracts, they are not valued at year end.
Prepayments and accruals maturing on an accruals basis on interest falling due at year end are charged to the sta-

tement of income.

COss a5
Costs and revenues are recognized according to the prudence and accruals principles with the recognition of the
related accruals and prepaid expenses. Revenues and income, costs and charges are stated net of merchandise
returns, discounts, rebates, premiums, and taxes directly related to the sale of goods and provision of services.

Revenues from the sale of products are recognized when the goods are delivered or shipped to customers.
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This caption comprises those costs and revenues which are not related to the Group’s ordinary activities.
It also includes the effeces arising at the beginning of the year from the change in accounting policies adopted in

the preparation of the consolidated financial statements.

Finance | @

In preparing the consolidated financial statements, finance leases are accounted for under International
Accounting Standard (IAS) 17. On the basis of such standard, the lessee recognizes the leased asset and a payable
of the same amount in the balance sheet, equivalent to the market value of the leased asset at che beginning of
the lease contract or, if lower, to the minimum lease payments being the installments discounted by the rate assu-
med from the relevant repayment plan. Lease payments are composed of financial charges (interest) and the
decrease in the remaining payable (principal).

Finance leases also generate a depreciation expense, as well as financial charges (interest expense), included in the
above-mentioned lease payments. The depreciation policy adopted is that used for company-owned assets of the

same category.

Adverdsing B
These are charged to the statement of income according to the period in which the collection sales take place,
while those concerning internal communications are entirely expensed when incurred.

Extraordinary advertising expenses are recorded under intangible assets.

Closing Suw

Expenses for opening or modernizing new shops under lease contracts are capitalized under intangible assets and
amortized over a period corresponding to the duration of the lease contract. In the year in which a shop is closed,
the portion of such expenses which has not yet been amortized is entirely amortized during the year, net of its

expected recovery value.

Current taxes are measured on the basis of the estimated tax expense in compliance with the current tax law and

recognized in the balance sheet, net of prepayments and withholdings.

If prepayments and withholding exceed the value of tax liabilities, the latter are offsec against receivables due
from others. If they do not cover the value of tax liabilities, the difference is recorded under sums payable to taxa-

tion authorities.

Pursuant to paragraph 14, article 2427 of the Italian Civil Code, the 2002 and 2003 statements of income do not
present fiscally-driven adjustments and/or accruals.
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Deferred tax assets and liabilicies are recognized to reflect the future benefits and/or charges generated by the tem-
porary differences between the carrying amounts of assets and liabilities recorded in the financial statements and
the related values considered in the calculation of current taxes. In accordance with the principle of prudence,

deferred tax assets are recognized in the financial statements when it is reasonably certain that the temporary dif-
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ferences will reverse in future years in which there will be taxable profit to cover the amount of such differences.

Deferred tax liabilities are not recognized when they are nor likely to arise.

Deferred tax assets and liabilities are calculated on the basis of the expected tax rates of the future years in which
the temporary differences are expected to reverse.
The effect of the change in the tax rate on income taxes is recognized in the year in which the related provisions

of the law are approved.

Deferred tax assets and liabilities are recognized separately in the balance sheet under receivables due from others
- and other provisions for future contingencies and charges.

Deferred tax income and expense are taken to the statement of income under deferred taxes.
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The following exhibit presents the breakdown of and changes during the year in. intangible assets:

(In thousands of Euros)

Accumula- Net Changes in Other Net

Purchase ted amor-  opening the consoli- Amor- net closing

cost  tization  balance  Additions dation area tiziation Write-downs changes - balance

Start-up and expansion costs 519 (2,889) 2906 753 2 {1,466) 844 3,039
Research, develop-ment, and advertising costs 18,947  (9,392) 9,555 5,208 - <,084) (2000 (105 8,374
Industrial patents and similar rights 323 42) 281 290 o 65) - 506
Licen_s_es,»trademarks, and permits 264,81 (35,482) 228,699 658 (3 (14,784 (29,214) 230 185,586
Goodwill 19,910 (5,846) 14,064 - 7,960 (2,344) (453) (83) 18,144
Goodwill arising from consoli-dation 62132  {26278) 3584 . 211)  (4,968) (22,729) (86) 7,860
Assets in formation and advances 10,188 10,188 1,132 - ot " (9,886) 1,434
Other 43367 (15490) 28477 12,278 22 (§,709) 292 Ime 37530
Total 424,843  (95119) 329,724 20,319 8,010 (38,420} (55,788) (1,372) 262,473

Start-up and expansion costs of Euro 3,039 thousand mainly include notary and legal fees, charges incurred for
the increase in share capital and for the reorganization of the Group.

The increase of Euro 753 thousand is mainly due to expenses incurred by IT HOLDING S.p.A. for consultancy
on the Group reorganization and the reclassification of costs related to the development of the distribution and
manufacturing network for to owned brands, which were classified as assets in formation and advances in the pre-

vious year.

Research, development, and advertising costs showed a net increase of Euro 5,208 thousand, mainly due to the
capitalization of advertising costs incurred by ALLISON S.p.A. (Euro 435 chousand) following the launch of che
new Ferré eyewear collections, by ITF S.p.A. (Euro 2,349 thousand) and ITF USA Inc. (Euro 508 thousand) for
the launch of the Cavalli perfume, and GIANFRANCO FERRE S.p.A. (Euro 1,848 thousand) for advertising to

launch the new GF Ferré branch and the research and development of the store concept of Ferré boutiques.

This caption was written down by Euro 1,200 thousand with regard to costs incurred in previous years relating
to research and development activities related to the Gigli trademark. The write-down was recorded following

the strategic decision to discontinue investments in the future development of the Romeo Gigli trademark.

Industrial patents and similar rights of Euro 506 thousand mainly include the capitalization of costs incurred by
ITF S.p.A. for products under the Gai Mattiolo brand.

Licenses, trademarks and permits amounted to Euro 185,586 thousand at December 31, 2003, showing a net
decrease of Euro 43,113 thousand, mainly following the write-down of the Gigli trademark by Euro 29,214 thou-

sand, as part of the strategic decision to discontinue the business development of that brand..

Goodwill increased by Euro 7,960 thousand during the year, mainly due to the consolidation of GF MONTAI-
GNE S.A.S. and related commercial goodwill paid to third parties for the purchase of the boutique in Avenue
Montaigne, Paris, to showcase Ferré collections. Write-downs of Euro 453 thousand related to the Gigli trade-

mark.
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Goodwill arising on consolidated was written down by a total of Euro 22,729 thousand, in line with the princi-
ple of prudence and on the basis of the current market prospects, which do not ensure the recovery the related
value with sufficient certainty or within a reasonable timeframe.

This caption amounted to Euro 7,860 thousand at year end, in relation to the excess value paid in 1996 to the
parent company PA Investments S.A. for the acquisition of the Italian distribution network of the subsidiary
ITTIERRE S.p.A..

The net decrease in assets in formation and advances of Euro 9,886 thousand is mainly due to the reclassification
of costs as start-up and expansion costs and other, as described above.

The residual value includes advances to consultants for feasibility studies still underway.

The caption “Other” of Euro 37,530 thousand showed a net increase of Euro 9,353 thousand in the year.

Increases and other net variations, the latter due to reclassifications from “Assets in formation and advances,”

mainly comprise:

* charges related to obtaining loan granted by a bank syndicate and for the securitization transaction in place with
Crédit Lyonnais S.A.;

* expenses incurred for the new Ferré store concept;

* charges related to the Group’s rental of a commercial space in Firenze not yet in use. In the previous year, the
gross amount was classified as assets in formation and advances.

* expenses incucred to renovate and modernize the Group’s boutiques and showrooms in Iealy and abroad and to
create the Ferré'spa in Milano.

Write-downs of Euro 2,192 thousand relate to the charges incurred for the lease of the space in Firenze, to adjust

it to its estimated realizable value, and the write-off of all expeﬁses incurred to renovate and modernize the Gigli

boutique in Milano, since it has been closed.

R
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The following table presents the breakdown of and changes during the year in tangible assets:

(In thousands of Euros)

. Accumula- Net Changes in Other Net
Purchase Revalua- tedde- Write- opening the consoli-  Depre- net closing
cost tions preciaton downs  balance  Additions dation area  ciation Write-downs changes balance
(and znd Buiidings T 6563 g 165554 N N v Y
Plant and machinery 21,275 186 (10,478 - 10,9831,613  (187) (2,715) (598) (31) 9,065
Industrial and commercial
equipment 6,307 32 @721 - 2,6181,948  (54) {1,584) 72 2,598
-Other assets 32,723 6 (18,113 (57} 14,5593,585 (1) (4,032). {97) (553) 13441
Assets in formation and
advances 745 - - - 74524 - - (492) 277 o
Total 92924 1475 (39,275) (57) 55,067 7.734 (251)  (9,381) (695)  (1,2686) 51,208

Plant and machinery rose by Euro 1,613 thousand primarily as a result of the natural renewal of plant and machi-

nery in the Group’s various production and commercial units. The write-down relates to the excess residual value

of plant and machinery not expected to be recovered, during the first-time consolidation of the M.A.C. Group.

The Euro 1,948 thousand increase in industrial and commercial equipment was largely due to the purchase of
molds to produce new eyewear collections under the Les Copains, Vivienne Westwood, and John Richmond
brands.
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Orther assets rose by Euro 3,585 thousand, mainly due to expenses for furnishings as part of the renovation of the

Milano boutique, the adjacent spa, and other Group stores.

SLRBOLE

Long-term Fir

The balance of Euro 6,634 thousand showed a net decrease of Euro 15,5495 thousand on December 31, 2002.

Changes in the individual captions are discussed below.

Shareholdings in Subsidiaries

Unconsolidated investments are detailed as follows:

(in thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)
Subsidiaries:
- GF MONTAIGNE Sas _ . 6,410 (6,410)
- C.LLM. - Compagnia Italiana Maglierie S.r.l. - in liquidation 12 - 12
- M.A.C. Japan inc. - in liquidation ! a7 - a7
Subtotal 59 8,410 (6,351)
Affiliates:
- NEOMETAL OPTIK S.p.A. ) ) - ) 144 (144)
Subtotal - 144 (144)
Other , 35 23 16
Total 98 6,577 (6,479)

The subsidiary GF MONTAIGNE S.a.s. was consolidated for the first time in 2003.

Receivables

Receivables totaled Eure 6,536 thousand, down by Euro 8,907 chousand on the previous year end. Changes
during 2003 are as follows: '

(In thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)
Due from subsidiaries before 12 months
- GF MONTAIGNE S.a.s. - 3,143 (3,143
- MADE FERRE S.r.. - in liquidation 30 ) - 30
- M.A.C. UK Ltd. - inactive since October 2003 3,203 e 3,203
Subtotal 3,233 3,143 g0
Due from others before 12 months - .
- joint venture with Crédit Lyonnais S.A. - 9,146 (9,146)
- guarantee deposits ) ) 54 31 . 23
- other Joans . 44 636 (592)
- IRPEF advances on severance pay fund 172 166 6
Subtotal 270 9.979 (9,709)
Due from others after 12 months e .
- guarantee deposits 2,259 1,672 587
- other loans . 359 227 132
- IRPEF advances on severance pay fund 415 422 (7)
Subtotal ) ...3033 2,321 712
Total 6,536 15,443 (8,907)

The receivable due from M.A.C. UK Ltd., an unconsolidated company, relates entirely to the balance of the cur-
rent account held with ITTIERRE S.p.A. with interest payable on a quarterly basis at a rate of 7.5% until June
30, 2003 and at a rate of 6.5% in the second half of the year.

o
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The joint venture with Crédic Lyonnais S.A. at December 31, 2002, which had been set up as part of the securi-

tization transaction, was concluded in 2003, with full collection of the related amount.

No accruals have been made in respect of receivables due from unconsolidated subsidiaries to adjust face value to

estimated realizable value, since any non-recoverability was considered when the shareholdings were valued.

QOther Securities
The balance of this caption at December 31, 2002 was Euro 159 thousand, and referred to government bonds

used as guarantees for lease contracts. Such guarantees expired and were collected in 2003.

Inventories
This caption amounted to Euro 167,313 thousand at year end, up by Euro 22,197 thousand on 2002, and can be

analyzed as follows:

(In thousands of Euros)

increase
12/31/2003 12/31/2002 (decrease)
raw, ancillary and consumable materials ) 32605 37,158 (4,553)
products in procéss and semi-finished products ' 24,960 19,399 5,561
finished products and merchandise o 109,742 88,554 21,188
Cwithdistibutors - 109,268 8413 25132
- with distributors B 474 4,418 (3,944)
advance payments . - ¢ 5 1
Total 167,313 145,116 22,197

Inventories of raw materials and semi-finished products mainly refer to the preparation of the Spring/Summer
2004 collection.

Finished products mainly refer to the Spring/Summer 2004 collection and for a small part to the remainders of

the Fall/Wincer 2003 collection and past collections.

The Euro 22,197 thousand increase is primarily due to the consolidation of GF MONTAIGNE S.a.s. (the Parisian
Ferré boutique) and ITTIERRE ACCESSORIES S.p.A. (accessories in leather and fabrics) and to the internaliza-
tion of the Ferré ready-to-wear and accessories collections, which were previously licensed to the Marzotti Group.
The increase in inventories was also related to the strategic decision to reprocess fabric inventories within the
Group using “end of the bolt” production methods, mainly for sale through direct factory outlets, thereby reco-

vering a large part of the value of inventories, rather than writing them down significantly.
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Receival

Trade receivables

Trade receivables amounted to Euro 76,562 thousand, down by Euro 45,334 thousand on the previous year end.

They may be analyzed as follows:

(In thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)
Due before 12 months ) o ) ] o
Italian customers . 59,222 57,367 1,855
Foreign customers 81,243 80,482 761
ltalian agents e 1932 898 1034
Foreign agents R 21,973 19,443 2,530
Italian subcontractors ] 3,587 2,359 1,228
Foreign subcontractors ) ) 218 135 83
Others in Italy 6,434 4,748 1,686
Others in abroad , e 022 624 398
Trade bills receivable 61,910 49,499 12,411
Invoice to be issued ) 1,808 1,527 U
Subtotal 239,349 217,082 22,267
Factoring without recourse (157,029) (85,679} (71,350
Bad debtprovision (8781 9,249) 488
Total ) 73,559 122,154 (48,595)

The Euro 48,595 thousand decrease in this caption was due to the combined effect of the increase in receivables,

due o che overall growth in business, offset by the increased factoring of receivables without recourse as part of

the securitization transaction described above.

In accordance with CONSOB communication no. 3369 of April 9, 1997, the cutstanding receivables factored

under Law no. 52/1991 on factoring and pursuant to article 58 of Legislative decree 385/1993, which will be col-

lected on their natural due date, amounted to Euro 125,146 chousand at December 31, 2003. Total turnover from

" receivables factored from July to the end of December 2003 amounted to Euro 273,476 thousand.

The bad debt provision has been estimated using analytical criteria on the basis of available data and in general

on the basis of historical data by writing down 0.5% of outstanding trade receivables.

Due from Subsidiaries

This caption amounted to Euro 1,744 thousand, down by Euro 816 thousand on the previous year end. It may

be analyzed as follows:

(In thousands of Euros)

increase
12/31/2003 12/31/2002 (decrease)
Due before 12 months
- GF MANUFACTURING S.cl. - in liquidation s 1,685 1,727 (42)
- M.A.C. Japan Inc. - in liquidation 41 - ) M
- MADE FERRE 5.1, - in liquidation 17 : 17
- C.L.M. - Compagnia Italiana Maglierie S.r.. - in liquidation y ot - 1
- GF MONTAIGNE S.a.s : - 833 {833)
Total 1,744 2,560 (816)

No accruals have been made in respect of such receivables to adjust face value to estimated realizable value, since

any non-recoverability was considered when the shareholdings were valued.
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Due to Affiliates
The balance of Euro 280 thousand at December 31, 2002 comprises trade receivables due from NEOMETAL
OPTIK S.p.A., in which the Group had a 40% shareholding at that date. The shareholding was transferred in

2003 by waiver of the recapitalization option.

Due from Parent Companies

This caption amounted to Euro 1,451 thousand, made up as follows:

¢ Euro 1,447 thousand due from the parent company PA Investments S.A., in relation to accrued interest income
following the Group's advance settlement of a payable to the parent company, the charging of IT services and
expense recharging.

* Euro 4 cthousand due from GTP HOLDING S.p.A. for expense recharging.

Due from Others
This caption amounted to Euro 104,507 thousand at year end, up by Euro 20,828 thousand on the previous year

end, is made up as follows:

(in thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)
Due betore 12 months e Y
Taxation authorities - tax credit o 28,726 2,645 19,081
Others Y~ X < 19828 T 2306
Taxation authorities - VAT credit U aups o Teser 2261
Deferred tax assets e 11,549 28,035 (16,486)
Advances to ltalian suppliers and/or agents - 10,949 10,525 44
Taxation authorities - VAT reimbursements o o T 4297 - 5,065 : (768)
Advances to foreign suppliers and/or agents oo 326 1,869 - - . (1,543).
Subtotal [ 9aB09 | 8383 15278
Due after 12 months
Deferred taxassets . D553 ..5.883
Advances for tax disputes N .. SN b..- S S
Subtotal e, e 30699 146 5,553
Total 104,508 83,680 20,828

Amounts due from the tax authorities relace to the recording of the tax credit on dividends received in 2003 by
the subsidiary ITTIERRE S.p.A., net of the payable of the related current tax charge and taxes paid in advance

during the year in excess of the total charge calculated at year end.
The caption “Other” mainly includes advances to agents and commissions on sales.

Amounts due from the tax authorities for VAT reimbursements primarily comprise the reimbursements reque-

sted by I'TTIERRE S.p.A. for 2002 and those requested by GIANFRANCO FERRE S.p.A. for 1998.

Deferred tax assets of Euro 17,102 thousand, broken down into before and after twelve months, include those
recognized on consolidation adjustments and those mainly relating to the following temporary differences: bad
debt provision, sales returns, agents’ termination benefits, general risks and directors’ remuneration and, in par-

ticular, the write=<downs of shareholdings recognized in 2002 and 2003, which are tax deductible over five years.




Markerable Securities
Treasury Shares
The balance of Euro 129 thousand, up by Euro 27 thousand on December 31, 2002, is made up as follows:

(In thousands of Euros)

Number Book value
Balance at December 31,2002~~~ e e 41,900 102
PSS e ; 7L 46
- Sales (6898) o SO
- Adjustment to market value e S 3)
Balance at December 31, 2003 57,702 129

Treasury shares have a face value of Euro 0.05 each and made up 0.023% of the share capital at year end, versus
0.017% at December 31, 2002.

Other Securities

The balance of Euro 30,699 thousand at December 31, 2003 is mainly comprised of junior notes issued by
ABC Gestion S.A., issuer of the F.C.C. Premiére European Fund, as part of the securitization plan described
above. These securities have a monthly duration and returns linked to the performance of receivables factored

under the securitization plan.

This caption, comprising bank and P.O. deposits, amounted to Euro 36,410 thousand, equal to the face value of

current accounts with positive balances held with banks, including interest accrued at December 31, 2003.
Most of the cash was absorbed by ordinary activities as early as January 2004.

Cash on hand reflects the face value of petty cash at the balance sheet date.

P
ACCRUL

This caption amounted to Euro 86,446 thousand at year end, up by Euro 20,131 thousand on the previous year
end, made up as follows:

{in thousands of Euros)

increase
12/31/2003 12/31/2002 (decrease)

Accrued income:
Financial income v L.a0es o Ase7 262
Others ' 128 .38 e (260)
Subtotal SO 4,316 1,955 2,361
Prepaid expenses:
Samnple costs 57,604 42,127 15,477
Advertising and promotional expenses 6,275 4,762 1513
Sales campaign expenses 4812 3988 " 864
Insurance e 328 235 93..
Rent expenses ) 1,897 1,891 6
Service expenses 2,113 2,135 (22)
Gthers T T T ea0n T e g
Subtotal 82130 64,360 17,770
Total 86,446 66,315 20,131
&2
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Accrued income and prepaid expenses primarily related to profics arising from the year-end valuation of foreign

exchange hedging contracts.

Prepaid expenses mainly relate to the production of samples for the Spring/Summer 2004 and Fall/Winter 2004
collections, advertising and promotion expenses incusred during the year for collections not yet sold, and the por-
tion of sales campaign costs incurred by the distribution companies relating to collections not yet sold. These cap-
tions were up on the previous year end due to the growth in costs following the overall rise in business, the inter-
nalization of certain Ferré licenses (secondary ready-to-wear and perfume collections), and the launch of the new

young GF Ferré collection.

“Other” includes contributions to open boutiques and lump-sum charges upon signature of the license agreement

for the marketing of Romeo Gigli perfumes, deferred over the duration of the agreement.

&3
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ers’ equity amounted to Euro 172,770 thousand, down by Euro 74 thousand on year end 2002, due to
the following changes:

(In thousands of Euros)

Balance at  Allocation of Treasury Translation Net income Balance at
12/31/2002 net income shares difference {loss)  12/31/2003
Share capital ) ) 12,294 - - ) - - 12,294
Share premium reserve 137,004 - (27) - - 136,977
Legal reserve 2,627 - - - - 2,627
Reserve for treasury shares o 102 - 27 o - - 129
Qther reserves: 34,877 - - (1,860) - 33,017
-extreordinary reserve 4691 T T T : 4,661
- consolidation reserve 30,015 - - - - 30,015
- translation reserve o 51 - - (1,860) - (2,371)
Retained earnings (losses) carried forward 54,834 5,106 - - - 59,940
Net income (loss) for the year 5,106 (5,106) - - (72,964) (72,964)
Total Group interest in shareholders’
equity ) 246,844 - - . (1,e60) (72,964) 172,020
Capital and reserves 1,406 (584) - ) (143) - 679
Net income (loss) for the year (584) 584 - - 72 72
Total minority interests in shareholders’
equity 822 - - (143) 72 751
Total shareholders’ equity 247,666 - - (2,003) (72,892) 172,771

At December 31, 2003, the share capital amounted to Euro 12,294 thousand. It is fully subscribed and paid up

and comprises 245,874,000 ordinary shares with a nominal value of Euro 0.05 each.

The share premium reserve of Euro 136,977 thousand decreased by Buro 27 thousand over December 31, 2002,
due to the reclassification in 2003 of that amount to the reserve for treasury shares, due to the increase in trea-

sury shares.

The reserve for treasury shares, amounting to Euro 129 thousand, increased by Euro 27 thousand on year end

2002, following the reclassification of that amount from the share premium reserve.

Other reserves include the consolidation reserve which mainly represents the excess of shareholders’ equity over
the book value at the date of the first consolidation of ITTIERRE S.p.A..

E



- -Reconciliation.of the financial statements of IT Holding S.p.A. with the consolidated financial

statements .

(In thousands of Euros)

Sharehoiders’ equity Net income  Shareholders’ equity Net income
at 12/31/2003 (loss) for 2003 at 12/31/2002  (loss) for 2002
Financial statements of the holding company 116,782 (46,933) 163,713 (11,318
Excess acquisition cost with respect to
sharehalder's equity (170,394) (27,230) (147,014) 9,059
Arising from consolidation B T T aEvess s6,219) 280553 T (16,008)
Elimination of dividends . T 127,500) (18484  (18,484)
Elimination of write-downs of investments and
intercompany receivables in IT HOLDING Sp.A. 35013 274 4752 36551
Elimination of intercompany profits (1,910} 1,617 (3,660) 2,209
Other adjustments B T e 509 3,802 707
Tax effects of the above consolidation adjustments (276} (3,464) 3,180 2,388
Group interest in shareholders’ equity and
netincome (loss) fortheyear 172000  (7294) 246844 5106
Minority interests in shareholders’ equity and
net (income) loss for the year ) 2 ... B (584)
. Consolidated shareholders’ equity and

net income (loss) for the year 172,771 (72,892} 247,666 4,522

SR

These provisions amounted. to Euro 18,756 thousand and can be analyzed as follows:

(In thousands of Euros) i
increase

12/31/2003 12/31/2002 (decrease)
Agents’ termination benefits 5880 AR0s 8T
Tax provisions . 4,538 4,096 442
Others e .. 8338 8,837 (499)
- pravision for returns on sales 3,002 3,190 (188)
ision to cover losses on shareholdings . 2,882 2,560 322
contingences ' 2454 3,087 €33)
- 18,756 17,836 920
- Changes during the year are summarized below:
{In thousands of Euros)
Agents’ termination benefits  Tax provisions Others
Net opening balance 4,903 4,096 8,837
Changes in the year:
ROV OIS e LY L) 2,833
- utilizations . (714) (269) (4,679)
- exchange rate differences e - - SV
- change in consolidationarea O N 1 .- N
Total changes during theyear 977 i M2 (499)
Net closing balance : 5,880 4,538 8,338

Agents’ termination benefits are calculated on the basis of the charge to be paid on the termination of agency con-
tracts in compliance with law and other relevant factors such as historical data, the average duration of agents’

contracts and their turnover,

The tax provision reflects estimated contingent tax liabilities which the following Group companies may have to

pay following the tax disputes currently pending with the tax authorities.
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M.A.C. - Manifatture Associate Cashmere S.p.A.

The tax dispute that arose with regard to 1989, for which the Firenze Tax Commission issued sentence no.
107/17/02 of November 23, 2002, lodged on January 15, 2003, was definitively setcled pursuant to article 16 of
Law no. 289/2002.

The preliminary assessment report served in 1998 relating to 1995, 1996, and 1997, alleging this company’s rea-
lization of a higher taxable base for direct tax purposes, and mainly focusing the tax recovery on the transfer pri-
cing applied to foreign Group companies, was followed by notices of assessment for 1995 and 1996. The com-
pany has appealed with the relevant judicial auchorities.

In 2001, 2 preliminary assessment report was served for 1998, 1999, and 2000, relating to the same irregulari-
ties found in previous years. No notices of assessment have been issued to date.

The acquisition contract for M.A.C. - Manifatcure Associate Cashmere S.p.A. (formerly FINCASHMERE S.p.A.)
and subsequent integrations provides that the sellers are liable for tax contingencies pertaining to years up to
1998 and for a maximum amount of Euro 4,390 thousand, with an excess clause of Euro 2,324 thousand. On
Ocrober 30, 2003, an agreement was signed with the sellers on the basis of which they terminate the above gua-
rantee and pay M.A.C. - Manifatture Associate Cashmere S.p.A. Euro 300 thousand. The company adjusted the
provision by this amount, and thus a total of Euro 3,046 thousand, so that it reflects the maximum potential tax

risk on the basis of updated estimates made, including the opinions expressed by external consultants.

GIANFRANCO FERRE S.p.A.

In 2000, a preliminary assessment report was served, disputing certain irregularities in form and substance rela-
ting to 1998, 1999, and the period up to May 31, 2000 for IRPEG and VAT tax purposes and relating to 1998
and 1999 for IRAP purposes. Two years later, the company received a notice of assessment relating to 1997 for
VAT purposes. In 2003, the company settled this potential litigation, pursuant to article 15, of Law no.
289/2002.

In 2004, the company decided to settle the irregularities noted by reaching an agreement on the potential dis-
pute pursuant to article 15, of Law no. 289/2002. The cost of settlement of Euro 240 thousand was fully covered

by the tax provision.

IT HOLDING S.p.A. ,
During the year, the company underwent received an assessment from the Molise tax authorities. A loss of
approximately Euro 150,000 could arise from the assessment, which will be sectled for approximately Euro

37,000, by filing a supplementary tax return in accordance with article 8 of Law no 289/2002,

ITTIERRE S.p.A.

The tax provision of ITTIERRE 8.p.A., amounting to Euro 205 thousand, relates to the following tax disputes.
In 2003, disputes relating to direct taxes and VAT for 1995 and 1996 were settled in accordance with 16 of Law
no. 289/2002 (“sertlement of pending disputes”).

In 2001, the tax police performed an inspection leading to three preliminary assessment reports alleging VAT
irregularities in form and substance in 1997, 1998, 1999, and 2000 up to February 22. Only 1997 was assessed
and was subsequently settled in 2003 as a “potential dispute” in application of article 15 of Law no. 289/2002.
No other notices of assessment have been issued to date. The estimated potential tax liability should not signifi-

cantly impact the company’s financial position and results and not exceed the amount accrued at year end 2003




IT] S.p.A. (merged into ITTIERRE S.p.A. in 2002)

In 2000, this company received a preliminary assessment report from che Regional Tax Office of Campobasso rela-"

ting to the 1997 and 1998 tax periods. The irregularities assessed for 1997 were settled in 2003, as a “potential
dispute” under article 15 of Law no. 289/2002. No notice of assessment has been received for 1998.

During 2002, following inspections petformed by the Customs Authority of Campobasso, the company was ser-
ved preliminary assessment reports in which certain irregularities were contested in relation to sales of assets in
EU and nop-EU countries. The company settled these as a “potential dispute” under article 15 of Law no.
289/2002.

FD S.p.A. (merged into ITJ S.p.A. in 2001)

In 2002, the company received a preliminary assessment report from the Regional Tax Office of Campobasso alle-
ging certain irregularities in terms of form and substance with regard to direct and indirect taxes in 1999 and
2000. The company has not received any notices of assessment.

The estimated potential tax liability should not significantly impact the company’s financial position and resules

and should not exceed the amount accrued at year end 2003.

ITTIERRE FRANCE S.A. ]
In 2003, the French tax authorities performed an assessment, mainly disputing transfer pricing from Italian com-
panies. Taking into consideration the opinions of external advisors, the company does not believe that it will lose

the dispute.

Tax provisions also include Euro 1,047 thousand representing the total tax effects arising from the adoption of

the finance lease method described above and consolidation adjustments.

Other includes:
¢ Euro 3,002 thousand in relation to the provision for returns on sales, set up to cover the unrealized profit atising
from the difference between the sales value of possible returns to be received after year end, but pertaining to che

year, and their estimated recovery value;

e Euro 2,882 thousand to cover losses on unconsolidated shareholdings, and specifically in relation to the covera-

ge of the portion of loss for the year of M.A.C. UK Ltd. exceeding its book value and charges to be incurred for
subsidiaries in liquidation;
¢ estimated costs of Euro 2,454 thousand arising from litigation mainly relating to the Ferré Group, as follows:

- lawsuit brought against GIANFRANCO FERRE 8.p.A. by Tecnostile 8.r.1. of Firenze, claiming damages of
approximately Euro 620 thousand for pre-contractual liability. The judge is currently gathering evidence.

- GIANFRANCO FERRE S.p.A. learned of a request put forth by the receivers of the Redaelli bankruptcy for
reimbursement of payments made by Redaelli S.p.A. becween March 1998 and March 1999. To date, a law-
suit has not yet been brought against the company and, on the basis of the legal advisors’ opinion, it is not
probable that the company will lose the case.

- At the end of 2003, GIANFRANCO FERRE S.p.A. reached an out-of-courr settlement with the receivers of
Gruppo Nadini S.p.A., settling the litigation pending at December 31, 2002.

- A lawsuic brought against GIANFRANCO FERRE S.p.A. by Mr. Ronald Bohler (former CEO of the com-
pany), claiming that he had been dismissed without just cause. On November 2, 2002, the company appea-
red in Court challenging all Mr. Bohler's inferences and claims. The provision at December 31, 2003 reflects
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the maximum potential risk on the basis of updated estimates, considering the opinions of the company’s

external advisors.

Other Pending Litigation

o

On March 23, 1998, Trussardi S.p.A. (“Trussardi”) summoned ITTIERRE Sp.A. (“ITTIERRE") before the
Milano Court, claiming that ITTIERE had breached a license agreement for the “Trussardi Jeans” brand which
expired on June 30, 1996, Trussardi requested damages from ITTIERE of approximately Euro 50 million. ITTIE-
RE appeared in court denying it had ever breached the agreement and asked that the claim be fully dismissed.
On the basis of information received from ITTIERE’s management and the opinion of the legal advisors, up to
now the Board of Directors of IT HOLDING S.p.A. does not believe that the dispute represents a probable finan-
cial risk for the company and even less to the extent determined by Trussardi. Furthermore, if ITTIERE were to
lose the case it would be covered by the hold harmless letter of PA Investments S.A. described further on in this
report. The lawsuit is only at the preliminary stage and to date, nothing has arisen which would Jead the Directors
to believe that it could give rise to a probable financial risk for ITTIERRE S.p A., also taking into account PA
Investments S.A.’s hold harmless obligation.

On June 20, 2000, Casor S.p.A. (“Casor”) summoned M.A.C. - Manifatture Associate Cashmere S.p.A. (‘"MAC”)
before the Firenze Court, claiming that MAC had breached the five-year license agreement signed between the
two companies and that it pay damages amounting to approximately Euro 3.6 chousand. According to MAC, the
claim is totally groundless as it had never signed a five-year license agreement with Casor nor had it ever recei-
ved any definite confirmacion from its legal representatives that the proceedings were going ahead, whether writ-
ten or verbal. On the basis of the legal opinion received, MAC does not believe it probable that it will lose the
case. Evidence is currently being presented.

GIANFRANCO FERRE S.p.A. learned of a request purt forth by che receiver for the Redaelli bankruptcy for
reimbursement of payments made by Redaelli S.p.A. between March 1998 and March 1999. To date, a lawsuit
has not yet been brought against the company and, on the basis of the legal advisors’ opinion, it is not probable
that the company will lose the case.

A professional previously engaged by M.A.C. - Manifatture Associate Cashmere S.p.A. for assistance in the crea-
tion of certain sales spaces, summoned M.A.C. - Manifatture Associate Cashmere S.p.A., before the Roma Court,
claiming it had reproduced his innovative design concept in other sales spaces without respecting the exclusive
rights to it and asking the Court to award damages of Euro 461,974. M.A.C. - Manifatture Associate Cashmere
S.p.A. appeared and disputed the requests on the grounds of inadmissibility and lack of grounds. It also joined
the architectural firm engaged to create the spaces under dispute as a party to the proceedings. At this time, the
company does not believe it is probable that it will lose the case.

A licensee of GIGLI S.p.A. summoned GIGLI S.p.A., alleging that the license and agency contract between the
licensee and GIGLI was void or should be voided and requesting reimbursement for all royalties, advertising con-
tributions, and commissions paid, quantified as Euro 5,156,654.86, in addition to compensation for damages of
Euro 2,000,000; GIGLI appeared in Court and disputed such Court’s jurisdiction, as well as the inadmissibility
and lack of grounds of the claims, making a counterclaim for damages. GIGLI S.p.A. is not expected to lose the
case. 4
ITTIERRE S.p.A. was summoned by another company which claims it holds a patent on the decorative model
of a specific denim processing used for apparel produced and marketed by ITTIERRE S.p.A. licensed from two
of its licensors. The claim was formalized into two different summonses, one addressed to ITTIERRE S.p.A. and

the other to its two licensors. The two claims for damages from ITTIERRE S.p.A. and the licensors amount to
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Euro 3,000,000.00. At this stage, the claims appear groundless and the quantification of damages is completely
unjustified. Accordingly, ITTIERRE S.p.A. is not expected to lose the case. However, it has appeared in court
and disputed the claims on the basis of their inadmissibility and lack of grounds. It has also joined the supplier
of the denim as a party to the proceedings and claimed it should be held harmless in the event the claimant wins

the case.

An attorney summoned IT HOLDING S.p.A. and ITTIERRE S.p.A., together with Diners Club Italia S.p.A.,

claiming he had been engaged to prepare a draft contract for certain financial agreements which would have invol-
ved these three companies and that, although the contracts had turned out to be impracticable, he was owed a fee
of Euro 3,302,872.00. The claim is not supported by the expected opinion of the Council of Attorneys. However,
IT HOLDING S.p.A. and ITTIERRE S.p.A. appeared in Court within the terms of law and argued that they had
never engaged the claimant and that, in any case, had the claimant acrually been engaged to draw up the con-
tracts as alleged, the correctly quantified fees would not have exceeded Euro 25,000.00. Accordingly, there is no
reason at this time to believe that the companies should lose the case.

On August 5, 2002, Mr. Luigi Giribaldi served IT HOLDING S.p.A. a writ of summons before the Isernia Court.
He requested that the Court judge the inaccuracy of the two appraisals on the basis of which the acquisition of
GIANFRANCO FERRE S.p.A. was finalized. However, the claims are considered unfounded and, on the basis
of the examination carried out by experts engaged by the parent company, there are significant doubts as to the
admissibility of the claims, which could lead the Court to decide not to act on the above-mentioned summons.
IT HOLDING S.p.A. still benefits from the effects of the hold harmless obligation taken on by its parent com-
pany, PA Investments S.A. on April 28, 1997. The hold harmless agreement expired on April 28, 2002. It indem-
nified IT HOLDING S.p.A. from damages, costs, liabilities, and contingent liabilities arising from civil, crimi-

nal, administrative, and tax courr proceedings referring to events, acts or omissions occurring up to December

31, 1996 for which it was held liable and of which PA Investments S.A. was informed within five years from the

signing date. The agreement is still valid for tax and social security matters up to the relevant statute of limita-
tions.

Furthermore, IT HOLDING S.p.A. benefits from the guarantee which the parent company PA Investments S.A.
took on when it signed the sales contract for FINANCIERE MELPAR HOLDING S$.A. shares, with regard to
prior year expenses not recorded in the FERRE Group consolidated financial statements at December 31, 2001
which could arise and, accordingly, as a result of judicial, arbitration and/or administrative proceedings pending
on the date in which the consolidated financial statements were approved. Therefore, the two companies’ Boards
of Directors do not consider it necessary to set up a provision in relation to the dispute.

IT HOLDING S.p.A. has been informed of a pending dispute berween the controlling shareholder, PA
Investments S.A., and the main minority shareholder, Mr. Luigi Giribaldi. The latter claims to have agreed to

sell his entire shareholding to the former, a fact which PA Invescments denies as such agreement was never made.

- The dispute does not involve IT HOLDING 8.p.A. and should not represent any direct of immediate financial

risk for the issuer or for the IT HOLDING Group. To date, this dispute does not jeopardize PA Investments S.A.’s
ability to indemnify IT HOLDING S.p.A. under the hold harmless agreement.




The severance pay fund amounts to Eure 15,398 thousand and complies in full with the relevant contractual and

legal requirements.

The net increase of Euro 1,184 thousand versus December 31, 2002 was the result of the combined effect of

accruals of Euro 3,985 thousand, utilizations of Euro 2,823 thousand, and changes in the consolidation area tota-

ling Euro 22 thousand.

The following exhibit presents a summarized breakdown by category:

Average number

Average number

12/31/2003 2003 12/31/2002 2002
Workers 657 664 50 734 73977
Office staff e . 1,376 1,385.97 1,239 1,296.88
Executives . 54 58.78 ¢ 6579 ..
Total 2,087 2,109.25 3,054 2,091.84

YARLESR

Bonds

The balance of Euro 200,000 thousand is the face value of a bond issued by FERRE FINANCE $.A., guaranteed
by IT HOLDING S.p.A., syndicated on the Euromercato, remunerated at a yearly rate of 7% maturing on May

10, 2005.

Due to Banks

This caption amounted to Euro 129,007 thousand at year end, down by Euro 16,223 thousand on December 31,

2002.

(in thousands of Euros)

increase
12/31/2003 12/31/2002 {decrease)
Due to banks due before 12 months
- Ordinary current accounts 17,606 13,067 4,539
- Advances on exports 14,908 9,664 5,244
- Bills withdrawn falling due before the year-end 2,789 1,800 .. 989,
- Advances on orders 2,407 1,868 539
- Short-term loan instaliments L3399 e {24,020)
Subtotal 41,709 53818 (12,709)
87,898 91,412 (3,514)
Suk 87,898 91,412 (3,514)
Total 129,007 145,230 (16,223)
7o T
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Changes during the year in medium and long-term amounts due to banks, including the current portions are as

follows:

(in thousands of Euros)
12/31/2002 Reclassification New loans Repayments 12/31/2003

Short-term loan installments 27,419 1,699 - (25,719) 3,399
Loans from one to five years 91,412 (1,699) - (1,815) 87,898
Total 118,831 - - (27,534) 91,297

The breakdown by year and maturity as follows:

(In thousands of Euros)

Year 2004 e e e e 3306
Year 2005 SR, . e . 87,565
Year 2006 ) 65
Year 2007 . . ]
After 296
Total 91,297

The loan granted by a bank syndicate headed by SANPAOLO IMI S.p.A. for an original amount of Euro 85,000
thousand matures on December 12, 2005.

The Group has decided to exercise the term-out option, provided for by contract, which entails repayment of 25%
of the loan (Euro 21,250 thousand) by December 12, 2005 and the extension of the due date for another 25% of
the loan (Euro 21,250 thousand) at June 12, 2006 and the residual 50% (Euro 42,500 thousand) at December
12, 2006.

The loan granted by Unicredit Banca S.p.A. for an original amount of Euro 723 thousand with a residual value

at 2003 year end of Euro 556 thousand is guaranteed by a mortgage on Group real estate totaling Euro 1,446

thousand.

The total balance of Euro 1,177 thousand represents the payable due to lease companies, classified by due date

and recorded using the finance lease method.

Advance Pay

The balance of Euro 3,543 thousand mainly comprises advance payments made by customers for future supplies.

i




Payables due to suppliers totaled Euro 194,707 thousand and refer to the purchase of goods and services in Iraly

and abroad including the accrual for invoices to be received. More specifically, this caption includes:

(In thousands of Euros)

increase
12/31/2003 12/31/2002 (decrease)
Due before 12 months
Italian supplies 78,737 70,165 8,572
Foreign supplies ) 9,569 6687 2,882
Italian subcontractors 42,025 32,856 9,169
Foreign subcontractors e 904 . 832 72
ltalian agents ) 1529 795 734
Foreign agents 965 761 204
Commissions to be settied CAigssT T ioger et
italian consultants ) 42,154 30,197 11,957
FOrelgn ConSUMBIS et s 5798 4943 855
Licensees S 72 £ T " 1,273
Total . 194,707 158,018 36,689

The increase on year end 2002 is mainly due to an improvement in the efficiency of actual payments.

e 1o Subw
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The balance of Buro 1,764 thousand, up by Euro 772 thousand on December 31, 2002, is composed as follows:

(in thousands of Euros)
12/31/2003 12/31/2002 Increase
Trade Financial Trade Financial (decrease)

Due before 12 months

- GF MANUFACTURING S.rl. - in liquidation 885 = - 990 z (105)
- GF MODE GmbH - in liquidation - - 2 - (2)
< MAC Japaninc. -inliquidation . ' 30 T T .30
- M.A.C. UK Ltd. - inactive since October 2003 621 211 - - 832
- Other sundry 2 15 - - 17
Total 1,508 256 992 - 772

Financial payables relate to the balances of current accounts held with che above subsidiaries at year end, which
bore interest on a quarterly basis at a rate of 6% up to June 30, 2003 and at a rate of 5% during the second half

of the year.

b

Irae o Sobsid Before 12 Moo

The December 31, 2002 balance of Euro 1,506 thousand comprised trade payables due to NEOMETAL OPTIK
S.p.A.

True o Parent O

The balance of Euro 12 thousand is entirely comprised of amounts due to PA Investments S.A..

N1
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The balance of Euro 3,842 thousand is made up as follows:

(In thousands of Euros)

increase
12/31/2003 12/31/2002 {decrease)
Due before 12 months
Direct taxes ) 1,078 16,769 (15,691)
Indirect taxes ) 371 418 (47)
Withholdings to be paid . ) 1,708 1,447 261
Othertaxes ... e e e 885 379 306
Total 3,842 19,013 {15,171)

Direct taxes include payables for current taxes net of advance payments and tax receivables which can be used to
" offset amounts due.

Dire o bockal Securivy Agencies Before 12 Monshs

The balance of Euro 6,454 thousand represents the payables due to social security agencies (PREVINDAI, INPS,

INPDAI, FASI, ENASARCO, FIPDAT and INAIL).

i sy Pavablies

The balance of Euro 42,951 thousand is made up as follows:

(In thousands of Euros)

: increase
12/31/2003 12/31/2002 (decrease)
Due before 12 months
Due to factors 25184 92,901 12,283
Remuneration to be paid 6,583 9,836 (3,253)
Remuneration to the Board of Directors 1,231 ) 896 335
Remuneration to the Board of Statutory Auditors 409 305 104
Other parties ) 9,156 7,039 2,117
Subtotal B ) ] 42,563 30,977 11,586
Due after 12 months
Other parties 388 A 23
Subtotal 388 411 (23)
Total 42,951 31,388 11,563

Payables to factors relate to the amount due to the factoring companies to which Group suppliers have sold their

receivables due from the Group.
Remuneration to be paid includes, inter alia, accruals by employees but not yet paid at year end.

Other mainly comprises credit notes to be issued, payables for year-end achievement awards to customers, and

amounts due for charges incurred to recover the full availability of the Romeo Gigli brand in the perfume divi-

sion.
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The balance of Euro 32,218 thousand is made up as follows:

(In thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)
Accrued liabilities:
Royalties 710,210 11,085 875)
Interest on bond 9,014 10,303 (1,289)
Service expenses .. 2400 1,224 ST EL T
Financial interest 1,799 24 1,775
Rent expenses 1,042 1,089 (47)
Advertising and promotional expenses 622 768 (146)
Others 150 137 13
Subtotal 25,237 24,630 607
Deferred income:
Contributions to be collected 5,508 6,073 (565)
Others 1,333 911 472"
Service expenses 140 324 (184)
Subtotal 6,981 7,308 (327)
Total 32,218 31,938 280

Accrued liabilities mainly relate to:

* royalties due to licensors;

* interest on the bond;

* . interest on interest and exchange rate hedging contracts.

Deferred income mainly relates to capital grants collected or resolved at December 31, 2002 and deferred so as

to enable allocation to the statement of income in proportion to the depreciation of assets underlying the finan-

ced investment.
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The balance of Euro 579,272 thousand, up by Euro 51,417 thousand on year end 2002, is made up as follows:

(In thousands of Euros)

increase

- - 12/31/2003 12/31/2002 (decrease)
Personal guarantees provided
- Guarantees and warrants to grant credit provided on behalf of third parties 44,477 . asamr 63
Subtotal ) o 44,477 45,111 (634)
Commitments, risks, sales and purchase commitments and
other memorandum account JE i
- Purchase commitments - 923 (923)
- Commitments far foreign exchange transactions 476,072 445038 31,034
- Notional principal on interest rate swaps o 65,723 20,723 35,000
- Excess on factoring of receivables without recourse e 3000 16,060 {13,060}
Subtotal ' 534,795 482,744 52,051
Total 579,272 527,855 51,417

Personal Guarantees Provided

Guarantees provided in the interest of third parties decreased by Euro 634 thousand and can be summarized by
nature as follows:

¢ Euro 29 thousand to the Swiss Customs Authority to cover customs tax;

* Euro 678 thousand to the Ministry of Treasury, for the disbursement of a capital grant;

¢ Euro 744 thousand to guarantee the SPI contribution under Law no. 181/89;

¢ Euro 6,259 thousand to lessors of leased premises;

* Euro 36,767 thousand to banks to guarantee credit lines;

The balance of commitments for foreign exchange transactions represents the notional principal on exchange rate

swaps in place at December 31, 2003, presented at the contractual forward rate.

The nominal amounts of these transactions at year end are as follows;

- Purchase of YEN against Euros - ' - YEN - 22,103,200,000
- Purchase of US dollars against Euros uspD 7,158,000
- Purchase of British pounds against Euros GBP 4,040,000
- Purchase of Swiss francs against Euros CHF 2,900,700
- Sale of YEN against Euros YEN ) 22,103,200,000
- Sale of US dollars against Euros usb 77,047,000
- Sale of British pounds against Euros - GBP 19,800,000
- Sale of Swiss francs against Euros CHF 15,000,000

The risk of the counterparties not honoring their commitments is limited, since such contracts were signed with

leading financial operators. Therefore the Group does not expect any risk of insolvency.

The balance of notional principal on interest rate swaps relates to the notional principal of the IRS entered into
by the holding company to cover interest rate risk on loans taken out at a floating rate, and to the notional prin-
cipal of the IRS taken out by DESIL S.p.A. to cover interest rate risk on a mortgage loan granted by Unicredit

Banca S.p.A. (formerly Cariverona Banca S.p.A.) maturing interest at a floating rate (Euro 723 thousand).




Commitments and Other Memorandum Accounts Not Disclosed in the Balance Sheet
Pursuant to paragraph 9, article 2427 of the Iralian Civil Code the commitments and other memorandum

accounts which cannot be quantified and are not recorded at the foot of the balance sheet are listed below.

* In a statement of patronage under German law, the holding company has assumed unlimited liability for the full
duration of the lease contract to manage and financially support M.A.C. DEUTSCHLAND GmbH, so that it can
meet all its contractual commitments with regard to the lease of premises in Maximilianstrasse, Munich at any

time.

* As part of the securitization plan for trade receivables, the holding company has provided a letter of patronage to
the Milano branch of Crédit Lyonnais S.A. and Ester Finance Tritisation S.A., guaranteeing that the subsidiaries
involved (namely, ITTIERRE S.p.A., ITC S.p.A., M.A.C. - Manifatture Associate Cashmere S.p.A., ALLISON
S.p.A,, ITF S.p.A., ITTIERRE FRANCE S.A., and ITTIERRE MODEN GmbH)) meet all their contractual obli-

gations.
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The 2003 balance of Euro 706,955 thousand, up by~ 4% on the previous year, despite the unfavorable exchange

rate trends in main export countries and the fact that the business development of the Romeo Gigli and Husky

brands was licensed to third parties in 2003.

The recovery of turnover and increase in products in process and semi-finished products are, to different excents,
due to the internalization of perfumes and secondary Gianfranco Ferré ready-to-wear collections, the opening of
a new Ferré boutique in Paris, and the start-up of the internal development of leather and fabric accessories.

The breakdown of net revenues by geographical area is as follows:

(In thousands of Euros)
Ready-to-wear

and accessories Eyewear Perfume Interdivisional Total
Italy 239,510 27,855 15,152 (769) 281,748
Europe* ) 210,126 15990 3,888 (35) 229,969
Americas o . 65,254 1818 4,090 (53) 77,109
Far East and Japan 43,389 2,009 433 - 45,831
Rest of the world ) ) 15,281 3411 1,937 - 20,629
Royal;y income 17,199 - o o 4,274) 12,925
Net revenues 590,759 57,083 25,500 (5,131) 668,211

* without ftaly

N

The balance of Euro 738,886 thousand was up by 14.3% on the previous year. However, without the write-downs
of Euro 56,483 thousand, discussed furcher on, it would have decreased by 5.5%.

Raw, Anc

This caption, with a balance of Euro 225,782 thousand, includes:

(In thousands of Euros)

; : increase

12/31/2003 12/31/2002 {decrease)

Purchases of raw materials for production 90,761 112,219 (21,558)

Purchases of accessories 21,253 20,068 1,185

Purchases of raw materials for samples 32,726 22,116 10,610

Purchases of semiinished products T s s T 2806 969

Other purchases for sales and distribution . 5,185 4,222 963
Other purchases T B I )
Total 225,782 231,740 (5,958)

The impact of this caption on the value of production dropped from 34.1% in 2002 to 31.9% in 2003, due to
the increase in production efficiency in connection with the optimization of stock levels.
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Outside service costs of Euro 291,160 thousand, include:

(In thousands of Euros)

increase
12/31/2003 12/31/2002 {decrease)
Qutsourcing 87,723 76,524 11,199
Royalties T Tens2 s gas T 8506
Advertising ‘ 38,767 29,212 9,555
Other commercial services 30,421 21,847 ] 8,574
Commissions o 20,449 19,651 798
Production services 14,876 18,412 (3,536}
Other administrative services 10,335 10,264 71
Transport 7,998 8,230 (232}
Other sundry services ) 3 7762 12,590 {4,828)
Sample services 5,618 5,569 49
Remuneration to the Board of Directors 3,854 2,446 1,408
Sales campaigns 2,467 2,424 43
Remuneration to the Board of Statutory Auditors 538 384 254
Total 291,160 261,299 29,861

The impact of this caption on the value of production rose from 38.5% in 2002 to 41.2% in 2003, mainly fol-
lowing the growth in advertising and commercial expenses to support the Ferré brands, the increase in royalty
expense as per contracts with brand licensors, and the rise in outsourcing as a result of the internalization of the
secondary Gianfranco Ferré ready-to-wear collections.

STEN N T ey Assers

The balance of Euro 24,769 thousand is made up as follows:

{in thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)

Production 1,801 2,154 (353)
Sample collections ) 202 71 131
Commercial 20,043 18,433 1,610
Administrative e ) 2,307 1,498 ) 809

Others 416 848 {432)
Total 24,769 23,004 1,765

This caption, composed of lease and rent expense, increased by Euro 1,765 thousand, mainly due to new leases
signed in 2003.

sL Repory
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The balance of Euro 80,756 thousand is made up as follows:

(In thousands of Euros)

increase
12/31/2003 12/31/2002 {decrease)

Wages and salaries
- production o 18,244 15,742 2,502
- sample collections 7,757 9,383 (1,626)
—v‘commerciaiv 25,677 23,661 2,016
Cadministratve 80a2 10,267 (2.225)
- others 1,810 2,650 (840)
Subtotal 61,530 61,763 (173)
Social security contributions
- production 3,769 4,963 (1,194)
- sample collections 2,563 1,966 597
- commercial 4,911 5,141 {230)
- administrative 2,445 1,839 606
- others 710 675 35
Subtotal 14,398 ia584 (186)
Severance pay fund
Cproduction 1278 1367 @)
- sample collections 781 636 145
- commercial 1,039 958 ) 81
~ administrative 752 a s
- others 135 172 (37)
Subtotal 3,985 3,867 118
Agents’ termination benefits
- administrative 63 63 -
Subtotal 63 63 -
Other costs
~ production e 32 30)
- commercial 443 195 248
- administrative 273 253 20
- others 62 8 54
Subtotal 780 488 292
Total 80,756 80,705 51

The following exhibit provides the information required by article 2427 of the Italian Civil Code:

Average number

Average number

12/31/2003 2003 12/31/2002 2002
. Workers 657 664.50 734 72917
Office staff e 1,376 1,385.97 1,259 1,296.88
Executives 54 58.78 ) 65.79
Total 2,087 2,109.25 2,054 2,091.84
This caption is substantially stable, in line with the trend in the average number of employees.
Amorrivaiion?l wolarion and Wirire-dowas
The balance of Euro 107,305 thousand is made up as follows:
(In thousands of Euros)
increase
12/31/2003 12/31/2002 (decrease)
Armortization of intangible assets 38,420 33,400 5,020
Depreciation of tangible assets 9381 9,084 297
Other write-downs 56,483 80 56,403
Bad debt provision and liquid assets 3,021 2,486 535
Total 107,305 45,050 62,255
T HOLDING vz SYES



Other write-downs mainly relate to the write-down of the residual value of the Gigli brand at year end, net of
ordinary amortization and goodwill arising on consolidation. In line with Group accounting policies, these write-
downs were necessary following the decision to discontinue development of Romeo Gigli brand business and the
recognition that the current market prospects did not ensure the recovery of the book value of goodwill arising

on consolidation.
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The balance of Euro 4,452 thousand is made up as follows:

(In thousands of Euros)

increase

12/31/2003 12/31/2002 {decrease)

Production T 743 715)
Sample coflections Sy S
Commercial ] » 3,055 _..2274 78
Administrative o 363 756 (393)
Others - L 17
Total 4,452 4,759 (307)

This caption includes all other operating costs not indicated above.

The decrease of Euro 307 thousand on the previous year is due to the cost savings policy.
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This caption is made up as follows:

(In thousands of Euros)

increase

12/31/2003 12/31/2002 {decrease)
Other financial income:
Long-term receivables .
- subsidiaries - 76 (76)
- other parties ] 155 2 153
Other long-term financial assets 2 7 (5)
Marketable securities 5,461 356 5,105
Other financial income — )
- parent companies 350 857 (507)
Otherparties: . . . e
- bank interest incom 215 818 (603)
- exchange rate gains and income from interest rate hedging 9,605 4,908 4,697
- interest income on interest rate swaps 5,662 3,747 1915
- other interest income 214 445 (231)
Sub totale - 27,664 11,216 10,408
Interest and other financial charges:
Subsidiaries 39 - 39
Other parties: | s .. e .
- expense on loans 14,046 3,014 5,032
- interest on short-term loans 1,791 4,729 (2,938)
- interest on medium/long-term loans 3,431 1,515 1,916
- bank interest expense 2,224 3,248 (1,024)
- expense on junior notes (securitization) ....383 - 353
- securitization charges 12,234 - 12,234
- exchange rate losses and charges for interest rate hedging 10,737 6,399 4,338
- interest expense on interest rate swaps 5479  .....3864 1615
- other interest expense 8844 7562 1,282
Sub totale 59,178 36,331 22,847
Total (37,514) (25,115) (12,399}

This caption includes bank interest and other financial charges of Euro 9,305 thousand (2002: Euro 11,593 thou-

sand), interest and other financial charges to others of Euro 39,097 thousand (2002: Euro 18,339 thousand).

The breakdown by nature is as follows:

{In thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)

Interest income (expense) (26,809) (16,350 T@AT9)
Exchange rate gains (fosses) ,132) {1,491) 359
Gains (losses) on hedging 183 (117). 300
income (expense) oh junior notes (securitization) 5,108 - 5,108
Other financial income (charges) (20,864) (7,117) (13,747)
Total (37,514) (25,115) (12,399)
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This caption is made up as follows:

(in thousands of Euros)

increase
12/31/2003 12/31/2002 {decrease)

Write-downs of shareholdings S 7 .Y SN £ WO A
Write-downs of securities included under marketable securities 4 1 3
Total 2,210 1,716 494

Werite-downs of shareholdings relate to the accrual to other provisions for contingencies, in relation to the opera-
ting losses recorded by M.A.C. UK Ltd. during the year in excess of its book value. Reference should be made to

the note to long-term financial assets for dertails.

Exeraogd

The negative net balance of extraordinary items is Euro 2,782 thousand, composed as follows:

* extraordinary income of Euro 2,723 thousand, which mainly includes prior year income in relation to over-
accruals in previous years;

e extraordinary charges of Euro 5,505 thousand, which mainly relace to capital losses on the disposal of fixed assets
following the closure of the Malo boutique in London and prior year charges relating to under-accruals in pre-

vious year.

e t

This caption includes:

¢ current taxes of Euro 15,548 thousand calculated on income for the year;

* deferred tax assets of Euro 17,215 thousand representing the variation in deferred tax income with respect to
2002 and the tax exemption of dividends recognized by IT HOLDING S.p.A. in 2002, maturing and distribu-
ted by ITTIERRE S.p.A. in 2003.

82
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Flowen

(tn thousands of Euros)

2003 2002
Cash flows from operating activities:
* "Nt incorme _ ’ (72,964) 5,106
* Adjustments made to reconcile net income with changes
in cash flows from operating activities
- Minority interests in net income (loss) 72 (584)
- Amortization/depreciation 104,284 42,484
- Severance pay fund 3,985 3,867
- Provision for other long-term liabilities 2,833 3,082
* Effect of the changes in operating assets and liabilities:
- Trade receivables 48,795 (49,305)
- Due from parent companies (489) (929)
=+ -+ Other receivables (20,826) (27,348)
- inventories (22,197) (16,865)
- Accrued income and prepaid expenses (20,131) (22,223)
- Due from group companies and related companies 896 (629)
- Assets held for sale ' -
- Sale (purchase) of treasury shares (28) 2,625
- Other assets 8,907 (10,624)
- Suppliers 33,202 14,865
- Sums payable to taxation authorities (15,171) 13,262
- Accrued liabilities, deferred income, and other current liabilities 24,243 22,528
- Due to group companies and related parties (5,531} 3,079
- Due to parent companies (62) (54)
- Other long-term liabilities ) 4,926) 790
Changes h flows from operatlng activities 64,892 (16,873)
Cash flows from investing activities:

_ Sales of (additions) to tangible assets (6,217) (11,069
Sales of (additions to) intangible assets (26,956) (210,426)
Goodwill arising on consolidation - (106}
Changes in the consolidation resarves - - - (80)
Changes in shareholdings - (6354)
Sales of (additions to) securities (30,540) 7.154

Changes in cash flows from investing activites (57,234) (220,881)

Cash flows from financing activities: B .

¢ Change in short-term financial payables (12,709) {119,269)

¢ Receipt {repayment) of loans ) (3,514) 49,712

* Receipt {repayment) of bonds - 200,000

® Changes in the translation reserves (2,004) (2,820)

* Dividends - -

¢ Due from shareholders - 735

*_ Share capital increase : ..109,78¢8

« " Capital grans received R S
Changes in cash flows from financing activities: (18,227) 238,144
increase (decrease) in cash and cash equwalents o (10,569) 390 B
Cash and cash equivalents - opening balance 46,979 . 46,589 .
Cash and cash equivalents - closing balance 36,410 46,979
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List of Consolideted Compardes and O

ber nvestranty

(In thousands of Eurcs)

Name Registered office Share/quota capital % of direct ownership l
(in thousands of Euros % of ownership
unless otherwise indicated)
IBEX 2601 S.p.A. ~ Milano -1 160600 50.00%
ITES.p.A. Milano - | 5,200,000
ITF USA Inc. ) New York - NY - USA USD 500,000 i
FERRE FINANCE S.A. Luxembourg - L 125,000 99.999%
IT FINANCE AND TRADING B.V. Amsterdam - NL 4,785,160 1
GF MONTAIGNE S.a.s. Paris - F 1,933,750
ITTIERRE FRANCE S.A. Paris - F 1,45¢,000
M.A.C. FRANCE E.u.r). 5 . . Paris-F 1,060,000
GIANFRANCO FERRE FRANCE E.u.rl Paris - F 400,000
HOBBYMARKT WASSENAAR B V. Amsterdam - NL 18,160
MAGIC STYLE S.r.l. _Peattoranello di Molise (IS) - | 10,330
ITTIERRE MODEN GmbH _Diisseldorf-D 64,000
M.A.C. DEUTSCHLAND GmbH Disseldorf - D 255,750 : ]
M.A.C. MAC MARBELLA S.L. 100,200 »
M.AC. UK Ltd. ondon - GB GBP 1,530,650 B
GIANFRANCO FERRE UK Ltd. London - GB GBP 757,686 .
ITTIERRE SUISSE GmbH , Mendrisio - CH CHF 250,000 T
IT ASIA PACIFIC Limited (formerly FAR IT Limited) Hong Kong - HK HK$ 500,000
QUARTERMAIN Ltd. Hong Kong - HK HK$ 1,000
IT HOLDING USA Inc. New York - NY - USA “Usp2op000 T _
1T USA Inc, New York - NY - USA UsD 200,000 l
MANIFATTURE ASSOCIATE CASHMERE USA Inc. New York - NY - USA Uspsoeop T -
SOHO Llc. New York - NY - USA USD 584,062
€. MADISON Lie, " " New York - NY “USA USD 2,980,873 o
. COLORADO Lic. Denver - CO - USA USD 608,389
.C. MAC BAL HARBOUR Llc. Tallahassee - FL - USA USD 489470
M.A.C. MAC PALM BEACH Llc. Tallahassee - FL - USA USD 437,168
M.A.C. CHICAGO Llc. Springfield - IL - USA UsSD 722,993 .
M.A.C. CLINTON Lfe. Hartford - CT- USA "TUSD 491,931 _
M.A.C. WOODBURY Llc, New York - NY - USA USD 380,191
GIANFRANCO FERRE HOLDINGS Inc, Wilmington - DE - USA " USD 5,500,000
GIANFRANCO FERRE USA Inc. New York - NY - USA USD 1,000,000 y
FIRST N.Y. BOUTIQUE Inc. New York - NY - USA UsD 1,500,000
FIRST PB. BOUTIQUE inc, Tallahassee - FL - USA USD 500,000
FIRST RODEO Corp. Beverly Hills - CA - USA USD 600,000
GIGLIS.p.A. Pettoranelio di Molise (IS) - | 520,000 100.00%
V2 HOLDING SA. Luxembourg - L TTaasoe0 T
EUROHOLDING FASHION S.A. Luxembourg - L CHF 150,000
INTERSTYLE HOLDING S.A. Luxembourg - L CHF 2,600,000
MODA BRAND HOLDING S.A. Luxembourg - L CHF 300,000
ALLISONSpA 7 Padova - | 1,702,800 100,00%
ALLISON EYEWEAR Inc. Los Angeles - CA-USA " UsDigogoon T e
ALLISON CANADA Inc, North York - Ontario - CANADA CAD 95,000
DESILSp.A. Domegge di Cadore (BL) - | 490,400
ITTIERRE S.p.A. Pettoranello di Molise {IS) - | 38,740,000 100.00%
ELITE S.r.l. Pettoranello di Molise (IS) - | 46,481
ITC S.p.A. Pettoranello di Molise (IS) - | 2,580,000
HYPSOS S.r.l. Pettoranello di Molise (IS) - | 104,200 0.05%
IT RESEARCH S.carl Pettoranello di Molise (IS) - | 100,200
ITTIERRE ACCESORIES S.p.A. Pettoranello di Molise (IS) - | 1,000,000
SERVIZI MODA S.r.l. Pettoranello di Molise (IS) - | ..94342
M.A.C. - Manifatture Associate Cashmere S.p.A.  Campi Bisenzio (Fl) - | 2,580,000
GENTRYPORTOFINO S.pA. " "Pentoranello di Molise (1S) - | 100,000
PA.F - Pelletterie Artigiane Fiorentine S.r.l. Campi Bisenzio (FI) - | 100,000
GIANFRANCO FERRE S p A, Milano - | 6,750,000 100,00%
NUOVA ANDREA FASHION S.p.A. Milane - | 1,800,000

All shareholdings are owned - Companies in liquidation and those in which the percentage of ownership is less than 1% are not included




l o % of indirect ownership
) Parent company -~ % of ownership
l IBEX 2001 S.p.A. 1
ITE S.p.A. } 1
IT FINANCE AND TRADING B.V. 1
. IT FINANCE AND TRADING B.V. 1
- IT FINANCE AND TRADING B.V. 1.
B IT FINANCE AND TRADING B.V. 1
) IT FINANCE AND TRADING B.V, e
HOBBYMARKT WASSENAAR B.V. 1
) IT FINANCE AND TRADING B V. 1
IT FINANCE AND TRADING B.V. e
L IT FINANCE AND TRADING B.V. 1
- IT FINANCE AND TRADING BY. v 1
|. ; IT FINANCE AND TRADING B.V. 100.00%
. IT FINANCE AND TRADING B.V. R o ....100.00%
IT FINANCE AND TRADING B.V. 100.00%
) IT FINANCE AND TRADING B.V. B R 99.90%
o “ITFINANCE AND TRADING BN, " 10000%
l IT HOLDING USA Inc. 100.00%
) IT HOLDING USA Inc. o 100.00%
MAC USA Inc. 100.00%
. . MAC USA Inc. 100.00%
o " MAC USA Inc. R CT0000%
MAC USA Inc. 100.00%
o " MAC USA inc. . 100.00%
) MAC USA Inc. 100.00%
S "MAC USA Inc. o S 100.00%
) MAC USA Inc, 100.00%
) IT FINANCE AND TRADING B.V. 100.00%
R GIANFRANCO FERRE HOLDINGS Inc. v 100.00%
GIANFRANCO FERRE HOLDINGS Inc. 100.00%
o FIRST N.Y BOUTIQUE Inc. woo0%
l" FIRST N.Y. BOUTIQUE Inc. 100.00%
) GIGLI S.p.A. . . 100.00%
CT - V2R HOLDING S.A. - - 80.00%
V2| HOLDING S.A. 80.00%
' } V2| HOLDING S.A. 80.00%
ALLISON S.p.A. 93.00%
ALLISON S.p.A. 80.00%
'}_ ) . ALLISON S.p.A. B 100.00%
ITTIERRE S.p.A. ) 100.00%
_____ ITTIERRE S.p.A. e 100.00%
ITTIERRE S.p.A. 99.95%
ITTIERRE S.p.A. 17.50%
ITC S.p.A. 16.50%
ITF S.p.A. ' . . 16.50%
GIANFRANCO FERRE S.p.A. 16.50%
ALLISON S.p.A. 16.50%
i — ~ M.AC. - Manifatture Associate Cashmere S.p.A. 16.50%
ITTIERRE S.p.A. 90.00%
TTIERRE SpA. . T 10000%
ITTIERRE S.p.A. 100.00%
M.A.C. - Manifatture Associate Cashmere S.p.A. 100.00%
M.A.C. - Manifatture Associate Cashmere 5.p.A. 100.00%
GIANFRANCO FERRE S.p.A. 100.00%




Revisione e organizzazione contabile

KPMG S.p.A. Teleiono 081 660785
Wia Francesco Caracciolo, 17 Telelax 081 662752
B0122 NAPOLI NA e-mail. it-imauditaly@kpmg.it

(Translation from the Italian original which remains the definitive version)

Report of the auditors in accordance with article 156 of legislative
decree no. 58 of 24 February 1998

To the shareholders of
IT Holding S.p.A.

1 We have audited the consolidated financial statements of IT Holding Group as at and for
the year ended 31 December 2003. These financial statements are the responsibility of
the directors of IT Holding. S.p.A.. Our responsibility is to express an opinion on these
financial statements based on our audit.

2 We conducted our audit in accordance with the auditing standards recommended by
Consob, the Italian Commission for Listed Companies and the Stock Exchange. Those
standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free of material misstatement
and are, as 2 whole, reliable. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An zudit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. The
responsibility for the audit of the financial statements of certain subsidiary and
associated companies, representing 17% and 11% of consolidated assets and
consolidated revenues, respectively, rests with other auditors.

Reference should be made to the report dated 9 April 2003 for our opinion on the prior
year figures which are presented for comparative purposes as required by law.

3 In our opinion, the consolidated financial statements of IT Holding Group as itt and for
the year ended 31 December 2003 comply with the Italian regulations goveming their
preparation; therefore they are clearly stated and give a true and fair view of the financial

position and results of the group.
Socwtaour g
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m . IT Holding Group

Report of the auditors
31 December 2003

4 We draw your attention to the following matters:

4.1 The Group incurred a significant net loss of approximately € 73 million for the year
ended 31 December 2003. This included the prudent write-down of intangible assets
amounting to approximately € 45 million, net of the tax effect. Furthermore, the group’s
net financial debt is considerable and a portion thereof amounting to approximately € 221
million is due in 2005.

The notes to the consolidated financial statements make reference to the information
provided in the directors’ discussion and analysis as to how they plan to deal with this
situation. In particular, the directors have specified that the improvement in forthcoming
years in the Group’s results will depend more on measures to recover profitability and
efficiency than on assurnptions of growth in operating volumes. They plan to achieve this
recovery through a strategic refocusing on the basis of their decision to concentrate the
resources of the ready-to-wear and accessories division by using owned and licensed
brands - with adequate profitability and the capacity to bring in high volumes of turnover
- as leverage. Furthermore, the directors intend 10 cover the financial position not only by
taking the above measures, but also by improving the management of working capital,
containing investments, selling non-strategic businesses and, especially, by refinancing a
portion of the bond maturing in 2005 with the assistance of banks, so as to support
business management and development while preventing the timing of the above events
from creating financially difficult situations,

4 The subsidiary Ittierre S.p.A. has received summons further to claims for damages on the
basis of alleged breach of contract in relation to a design collaboration agreement signed
prior to 31 December 1996, In this respect and with regard to any other potential
litigation, reference should be made the description in the notes to the financial
statements of the hold harmless agreement signed with the parent company P.A.
Investments S.A. to hold harmless and indemnify IT Holding Group and its subsidiaries
from any negative consequences of situations which arose before 31 December 1996.

Naples, 9 April 2004
KPMG S.p.A.
(signed on the original)

Giovanni Enrico Esposito
Director of Audit
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{euro)
ASSETS 12/31/2003 12/31/2002
A) SHARE CAPITAL PROCEEDS TO BE RECEIVED
B) FIXED ASSETS
.. Intangible assets ) )
1 start-up and expansion cost 2,873,018 2,360,853
4 licenses, trademarks, and permits 1,978,487 2,522,878
6 assets in formation and advances 18,724 3,770,890
7. other5298976 660,742
Total 10,169,205 9,715,363
A Tangible assets ]
2 plant and machinery 6,919 8,995
3 industrial and commercial equipment 350 490
4 other assets 502,641 734,716
Total 509,910 744,201
lll. Long-term financial assets
1 shareholdings in: ] o
a)  subsidiaries 237,872,476 106,674,772
d) cther 52 52
Total shareholdings 237,872,528 106,674,824
2 Receivables:
a)  due from subsidiaries
a1) due before 12 months 111,321,957 119,781,669
_____ a2) due after 12 months - 54,734,028
d)_ due from others .
d1) due before 12 months - 9,146,472
d2) due after 12 months 48,139 49,989
Total receivables 111,370,096 183,712,158
3 other securities - 125,686,538
e 349,242,624 416,073,520
TOTAL FIXED ASSETS 359,921,739 426,533,084
LA ¥ CLDING Rupoay soony
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{euro)

ASSETS

12/31/2003

12/31/2002

C) CURRENT ASSETS

_Ii.  Receivables
1 trade:

1.1 due before 12 months
2  subsidiaries:

9,538

2.1 due before 12 months

4 parent companies:

33,663

28,238,293

4.1 due before 12 months -
5 due from others:

5.1 due before 12 months
Total

. Marketable securities

5  ftreasury shares
6 other securities
Total

30,697,200

40,046 .

wwien
..33,326,181 .

1252

29415

o Tae e
48,085,740

100,853

IV. Cash and cash equivalents:

30,826,452

100,853

1 bank and PO. deposits

3,201,314

3 cash on hand
Total

26,906,253

... 8,031
3,209,345

7,582
26,913,835

 TOTAL CURRENT ASSETS

D) _ACCRUED INCOME AND PREPAID EXPENSES

67,361,958

75,100,428

598,556

763,016

T LD ING Anvus

427,882,253

502,396,528

%
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I sneets - Liabilities
{euro)
LIABILITIES 12/31/2003 12/31/2002
A) SHAREHOLDERS’ EQUITY
L Sharecapital T 12293700 12,293,700
Il Share premium reserve 136,975,204 137,003,602
IV Legal reserve 2,627,023 2,627,023
\ Reserve for treasury shares 129,252 100,854
VI Other reserves: S
1 extraordinary reserve 4,691,405 4,691,405
VIl Retained earnings (loss) 6,998,341 ...18,314.046
IX___Netincome (loss) for the year (46,932,874) (11,315,705)
TOTAL 116,782,051 163,714,925
B) _PROVISIONS FOR CONTINGENCIES AND CHARGES
3 . others 1,423,909 5,525,897
TOTAL 1,423,909 5,525,897
C) _ SEVERANCE PAY FUND 335,605 335,664
D) ACCOUNTS PAYABLE
3 .. due to banks
3.1 due before 12 months 3566401 26251095
3.2 _due after 12 months €6,250,000 88,750,000
6 due to suppliers )
6.1 due before 12 months 1,635,362 2,301,877
8 . dueto subsidiaries
8.1 due before 12 months 26,536,883 14,211,535
v 8.2 due after 12 months 188,500,000 198,500,000
10 due to parent companies i
10.1 due before 12 months - 13,984
12 due to social security agencies
_____ 12.1 due before 12 months 12,170 13,686
13 other accounts payable
13.1 due before 12 months 902,381 834,192
TOTAL 307,403,237 330,876,369
E) ACCRUED LIABILITIES AND DEFERRED INCOME 1,937,451 1,943,673
TOTAL LIABILITIES 427,882,253 502,396,528
$Z BALANCE Spngy HOLDING Anniar Bueoar 2o
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(euro)’
LIABILITIES 12/31/2003 12/31/2002
MEMORANDUM ACCOUNTS
A) PERSONAL GUARANTEE PROVIDED o
1 Guarantees and warrants to grant credit provided on behalf of:
third parties 239,908,844 235,413,829
TOTAL T B 239,908,844 235413829
C) COMMITMENTS, RISKS, SALES AND PURCHASE COMMITMENTS AND
OTHER MEMORANDUM ACCOUNT
2 . Notional principal on interest rate swaps 196,827,768 . 203,300,000
3 Excess on factoring of receivables without recourse 55,000,000 20,000,000
} TOTAL 251,827,768 223,300,000
TOTAL MEMORANDUM ACCOUNTS 491,736,612 458,713,829
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(euro)
12/31/2003 12/31/2002
A) VALUE OF PRODUCTION
1 revenues from sales and services 5,414,825 6,587,453
5  other revenues and income:
52 sundry revenues 1,499,532 1,217,113
TOTAL 5914357 7,804,566
B) COSTS OF PRODUCTION
6 raw, ancillary, consumable materials and merchandise 93,355 161,672
7 outside services 5,175,039 5,648,146
8  use of third party assets 964,117 730,426
9 personnel 2,192,325 3,114,571
_____ 2) wagesandsalaries 1668418 2,465,637
b)  social security contributions 376,554 436,131
c)  severance pay fund 138,308 212,803
_________ d)  other costs 9,045 -
10 amortization/depreciation and write-downs: 4,080,739 3,516,087
a) intangible assets 3,361,363 3,276,111
b) tangible assets 237,429 239,976
€)....other write-downs 481,947 o
.14 sundry operating costs ...91.952 197,06
_TOTAL 12,603,527 13,367,969
DIFFERENCE BETWEEN VALUE AND COSTS OF PRODUCTION (5,689,170) ~ (5,563,403)
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(euro)
12/31/2003 12/31/2002
C) FINANCIAL INCOME AND CHARGES
15 _income from shareholdings: -
a) subsidiaries 42,968,750 28,881,538
16 otherfinancial income:
~a) long-term receivables Co : -
_al) subsidiaries 17,137,402 11,098,639
b)  other long-term financial assets 620 569
) marketable securities 5,461,061 352,904
d) other financial income
_d3) _parent companies e 187,479
d4) other parties 766,235 356,666
S d). . gains on foreign exchange ..227,813 . 24,758
Total financial income 66,561,481 40,902,553
- V7 interest and other financial charges: S N
a)  subsidiaries 5,418,421 2,924,859
_.d) __other parties. - 11,361,281 10,573,377
e) losses on foreign exchange 244,333 2,353
TJotal financial charges 17,024,035 ..13,500,589
____________ TOTAL 49,537,446 27,401,964
D) ADJUSTMENTS TO FINANCIAL ASSET VALUES
1 NI QOWNS: e
a) shareholdings 36,899,774 37,325,204
" b)  other financial assets o 33589311 - o o
) securities included under marketable securities 3,493 1,235
__ Total write-downs _ 70,492,578 37,326,439
TOTAL ADJUSTMENTS (70,492,578) (37,326,439)
E} EXTRAORDINARY ITEMS
20 _income:
a) ... capital gains on the sale of assets o 578,093
€) __non-recurring gains 17,931 12,785
_d} otheritems 88 474
Total income 18,019 591,352
...... 21 charges; . S
a) capital losses on the sale of assets 16,786,653
€)___non-recurring losses 175,283 92,319
d) otheritems 15,737 414,449
Total charges 16,977,673 506,768
TOTAL EXTRAORDINARY ITEMS (16,959,654) 84,584
RESULT BEFORE TAXES (43,603,956) (15,403,294)
22  income taxes: :
a)  current taxes 3,291,585 318,130
b) deferred taxes 37,333 (4,405,719)
26 NET INCOME (LOSS) FOR THE PERIOD (46,932,874) ~{11,315,705)
iy NNUsnL R i EECORE e3
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The financial statements at December 31, 2003, consisting of a balance sheet, statement of income and these

notes, have been drawn up in accordance with article 2423 of the Italian Civil Code.

In preparing these notes, most of the numerical data required by article 2427 of the Italian Civil Code have been
summarized in a series of tables intended to clarify and facilitate reference to the matters described herein at
length in compliance with the statutory requirements.

The balance sheet and statement of income show exact values in Euros with the omission of any nil balances, while
figures in the notes and the Direcrors’ Discussion and Analysis are expressed in thousands of Euros unless other-
wise specified.

The balance as per the previous year financial statements is presented for each caption of the balance sheet and

statement of income.

In the preparation of the 2003 financial statements, certain items have been reclassified compared to December
31, 2002. This was considered necessary to better represent the company’s situation. For a valid comparison, the

reclassifications have also been made to the related 2002 captions.

In compliance with the relevant legislation, the company has prepared consolidated financial statements. To this

regard, reference should be made to paragraph 4, Requirement to Prepare Consolidated Financial Statements.

To facilitate an accurate assessment of the company’s financial position and results, the consolidated cash flow sta-

tement has been prepared and is attached as exhibit 1 to these notes.

The financial statements were audited by KPMG S.p.A., in accordance with Legislative decree no 156 of
December 24, 1998, and on the basis of the shareholders’ resolution of May 6, 20003 in which the audit engage-
ment was assigned to KPMG S.p.A. for the three-year period from 2003 to 2005.
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These financial statements have been prepared in accordance with the accruals and prudence principles and on a
going concern basis, as provided for by article 2423 bis and those following of the Civil Code, and, where these
are silent, with generally accepted accounting principles promulgated by the International Accounting Standards
Board (I.LA.S.B.).

The accounting policies adopted for the most significant captions are described below.

Intangible assets are valued at cost, including any ancillary charges. The cost of intangible assets is amortized over

a period determined on the basis of their estimated useful life.

It should be noted chat:

¢ start up and expansion costs mainly refer to legal and notary fees, charges incurred for the increase in share capi-
tal and costs incurred for the corporate reorganization. All these costs are amortized over five years;

¢ licenses, trademarks and permics only include costs incurred for the purchase of licenses for software programs.
These costs are amortized over three years, except for the SAP, STEALTH, and ORDAGE licenses, which consti-
tute the company’s IT syscem and are amortized over five years;

* assets in formation and advances relate to advances to suppliers for the acquisition of goods and rights;

¢ Other mainly refers to capitalized bank charges and commissions related to loans granted, amortized on a
straight-line basis over the duration of the loans. It also relates to costs for leasehold improvements, amortized on
a straight-line basis over the duration of related leases and the capitalization of costs related to the bond issued
by FERRE FINANCE §.A., but guaranteed by IT HOLDING S.p-A., on the Luxembourg stock exchange. These

costs are amortized on a straight-line basis over the duration of the bond.

Tangible assets are stated at cost, including all directly related charges, and no statutory revaluations have been
made.

Depreciation charges are calculated on a scraight-line basis over the estimated useful life of each asset, which s
defined as residual technical and economic utility. The results of these valuations do not differ from the standard
rates permitted by current tax regulations. Depreciation rates are reduced by 0% for those assets which are
acquired during the year, if they are only used, on average, for half of the year. On the contrary, assets of a signi-

ficant amount are depreciated starting from the date on which they are ready for use.

Assets with a unit value which does not exceed Euro 516 are expensed in the year of their acquisition. In 2002,

their total value was not significanc. -~~~ -~ -~ - - -
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Depreciation rates are as follows:

general plant 12.5
automobiles 25.0
miscellaneous and small equipment 230
furpishings 150
office furniture and equipment ] e " 12.0
electronic machines 20.0

Tangible assets are written down in cases where, regardless of their accumulated depreciation, there is permanent
impairment. The original value is reinstated if and when the reason for the write-down no longer exists.
Ordinary maintenance costs are charged in full to the statement of income, whereas those of an extraordinary

nature are allocated to the related assets and depreciated over their residual useful life.

nancial A

Except for ITTIERRE S.p.A., which is stated at its demerger value, shareholdings are stated at acquisition or

incorporation Cost.

They are written down in the case of permanent impairment and if they are not expected to generate, in the short-
term, sufficient income to cover such losses. The original value is restored if and when the reason for the write-
down no longer exists.

Where impairment exceeds the book value of the related shareholding, a specific provision to cover losses on sha-

reholdings is recorded under the provisions for contingencies and charges.

Long-term receivables are stated at face value, which corresponds to their estimated realizable value.

oy - - ‘i o vl e M
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Other securities are stated at face value, which corresponds to their estimated realizable value.

Recenn

Receivables are stated at estimated realizable value. Where necessary, receivables are written down through the

relevant bad debt provision.

Payables are stated at nominal value.

Receivables and payables denominated in foreign currency are recognized at the exchange rate prevailing at the
date of the relevant transactions. Short-term receivables and payables in foreign currency are stated at the exchan-

ge rate ruling at the balance sheet date.

The gains and losses arising from the conversion of individual short-term receivables and payables are taken to

the statement of income.
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These are stated at the lower of average cost and market value. In accordance with articles 2357 ter and 2424 of
the Civil Code, a reserve for treasury shares, unavailable for distribution, is set up under shareholders’ equity for

the total amount. of the shares acquired.

Cxibyer Seouritivs.

These are stated at the lower of cose, including ancillary charges, and market value.

{Cash and Cash ¥

Cash and cash equivalents are stated at face value, while bank deposits are stated at estimated realizable value

which, in this case, corresponds with face value. Cash in foreign currency is converted at year-end exchange rates

" and any resulting gains or losses are taken to the statement of income.

LN Py
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These are stated on an accruals basis by matching costs and revenues.

These provisions are made to cover losses of a specific nature, the existence of which is certain or probable at the
year-end, but the amount or due date of which is unknown. Contingencies and losses which came to light after
the year-end up to the preparation of the financial statements have also been considered. These provisions are

made on a best estimate basis.

This provision is stated in compliance with current legislation and collective labor contracts. It represents the

amount due to all employees at year-end, net of any advances paid.

Me

This item summarizes information on guarantees given, purchase and sales commitments taken on or other risks.

i Aocouats

The risk that the counterparties will not honor their exchange rate risk hedging commitments to is limited, since

such contracts were signed with leading financial operators. Therefore the Group does not expect any risk of insol-

vency.

IT HOLDING S.p.A. takes out hedging contracts against exchange rate risks on its estimated foreign currency

-exposure-connected to- its sales- performance abroad based on orders received. Both gains and losses arising from

the valuation of these contracts at year-end are taken to the statement of income. At year end, the notional prin-
cipal of forward foreign exchange sales contracts is presented in the memorandum accounts at the contractual for-

ward rate.
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The company also enters into forward contracts to hedge interest rate risks on short, medium and long-term loans
granted at variable interest rates. Given the aim of these forward contracts, they are not valued at year end.
Prepayments and accruals maturing on an accruals basis on interest falling due at year end are taken to the sta-

tement of income.

Cnsrs and Reveroaes
Costs and revenues are recognized according to the prudence and accruals principles with the recognition of the
related prepayments and accruals. Revenues and income, costs and charges are stated net of merchandise returns,

discounts, rebates, premiums, and taxes directly related to the sale of goods and provision of services.

Dividends from shareholdings are recorded as matured, in line with the distribution proposed by the directors of
the subsidiaries.

Eweraoedin
KEPROLL

This item comprises those costs and revenues which do not relate to the company’s ordinary activities. It also
includes the effects arising at the beginning of the year from the change in accounting policies adopted in the
preparation of the financial statements.

Trvenme Taxes

Current luxes

Current taxes are measured on the basis of the estimated tax expense in compliance with the current tax law and

recognized in the balance sheet, net of prepayments and withholdings.

Any excess of tax receivables over tax payables is classified as receivables due from others. If tax payables exceed

tax receivables, the difference is recorded under sums payable to taxation authorities.

Pursuant to paragraph 1, section 14, article 2427 of the Iralian Civil Code, the 2002 and 2003 statements of inco-

me do not present fiscally-driven adjustments and/or accruals.

: § T Asseds gad Ligbddi
Deferred tax assets and liabilities are recognized to reflect the future benefits and/or charges generated by the tem-
porary differences between the carrying amounts of assets and liabilities recorded in che financial statements and

the related values considered in the calculation of current taxes. In accordance with the principle of prudence,

deferred tax assets are recognized in the financial statements when it is reasonably certain that che temporary dif--

ferences will reverse in future years in which chere will be taxable profit to cover the amount of such differences.

Deferred tax liabilities are not recognized when they are not likely to arise.

Deferred tax assets and liabilities are calculated on the basis of the expected tax rates of the furure years in which
the temporary differences are expected to reverse.
The effect of the change in the tax rate on income taxes is recognized in the year in which the related provisions

of the law are approved.
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Deferred tax assets and liabilities are recognized separately in the balance sheet under receivables due from others
and other provisions for future contingencies and charges.
Deferred tax income and expense are taken to the statement of income under deferred taxes.

W f e
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sy Py raph S Arvicle 2425 of the i} Code

aph 4, article 2423 of the Civil Code.
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The company did not avail itself if any of the waivers permitted under paragr

As the company holds controlling interests in various companies, it is required to prepare the consolidated finan-
cial statements, which are presented along with these financial statements.

The consolidated financial statements have also been audited by KPMG S.p.A., in accordance with Legislative
decree no. 156 of December 24, 1998.
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This caption may be broken down as follows:

(In thousands of Euros)

12/31/2003 12/31/2002 Increase
Accumula- Accumula- (Decrease)
Purchase ted amor- Net Purchase ted amor- Net
cost tization balance cost. tization balance
Stert-up and expansion costs 5905 (3032) 2873 4031 (1670 2361 812
Licenses, trademarks, and permits 7,081 (5,103) 1,978 6,717 (3,794) 2923 {945)
Assets in formation and advances 19 - 19 3,771 ) - 3,771 (3,752)
Other . N 7,699 (2,400) 5,299 2370 Q7100 660 4639
Total ’ 20,704 " 110,535) 10,169 16,889 (7,174) 9,715 454
Changes during the year are summarized below:
(In thousands of Euros)
Start-up Licenses, Assets in
and trademarks, formation
expansion and and
costs permits advances Other Total
Net opening balance 2,361 2,923 377 660 9,715
Changes in the year: ] ] )
-additions L S 743 364 29 .36 4297 .
- reclassifications 1,131 - (3,781} 2,650 -
- amortizations (1,362) (1,309) - (690) (3,361)
- write-downs - - - (482) (482)
Total changes during the year 512 (945) (3,752) 4,639 454
Net closing balance ) 2,873 1,978 19 5,299 10,169

Start-up and expansion costs of Euro 2,873 thousand mainly comprise ancillary charges related to the share capi-
tal increase, expenses incurred for the Group reorganization (Euro 254 thousand), and the capitalization of costs
related to developing the distribution and production network for owned brands, which were classified as assets
in formation and advances in 2002.

Licenses, trademarks, and permits of Euro 1,978 thousand include the purchase costs of software licenses. The

increase for the year of Euro 364 thousand is mainly due to further investments in the company’s IT system.

Assets in forration and advances of Euro 19 thousand include advances paid to consultants for feasibilicy studies
still underway. ’

This caption decreased by Euro 3,781 thousand following the reclassification of costs as start-up and expansion
costs, as described above (Euro 1,131 thousand) and as other (Euro 2,650 thousand).

The caption “Other,” which shows a balance of Euro 5,299 thousand, is mainly composed of ancillary charges in

relation to:

¢ the syndicated bond issue on the Euromercato coordinated by Efibanca S.p.A. and UBM S.p.A. (Euro 163 thou-
sand);
* aloan obtained from a bank syndicate headed by San Paolo IMI §8.p.A. (Euro 1,159 thousand);




e the securitization transaction with Crédit Lyonnais 8.A. (Euro 1,664 thousand); )
* the rental of a retail space in Firenze, which is not yet used. In the previous year, the gross amount was classified
as assets in formation and advances (Euro 2,139 thousand).

These costs are amortized on a straight-line basis over the duration of the individual contracts.

Tangind

Tangible assets are made up as follows:

(in thousands of Euros)

12/31/2003 12/31/2002 Increase
Accumula- Accumula- (Decrease)
B Purchase ted amor- Net Purchase ted amor- Net
cost tization balance cost tization balance
Plant and machinery 17 (10) 7 17 (8) 9 (2)
Industrial and commercial equipment 1 (1 - 1 (N - -
Other assets 1,322 (819) 503 1,365 (630) 735 (232)
Total 1,340 (830) 510 1,383 (639} 744 (234)
Changes during the year are summarized below:
(in thousands of Euros)
- - - - Plant and machinery Other assets - Total
_Net opening balance 9 735 744
Changes in the year:
- additions e - - SRR < T— N —
- depreciations ) (2) (235) (237)
Total changes during the year (2) (232) (234)
Net closing balance 7 503 510

Plant and machinery is composed exclusively of general plant.

Industrial and commercial equipment is composed exclusively of miscellaneous and small equipment.

Orther assets include:
* office furniture and equipment of Euro 52 thousand;
* electronic machines of Euro 363 thousand;

* furnishings of Euro 88 thousand.

ancul Assers

Lang-term Fig

The balance of Euro 349,243 thousand shows a net decrease of Euro 66,831 thousand on December 31, 2002.
Changes in the individual captions are discussed below.

Shareholdings in Subsidiaries

Changes in this caption are shown in the exhibit below:

P
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{In thousands of Euros)

Net ' Share Other Net
Purchase  Write- balance Addi- capital Write- net balance
cost  downs 2002 tions increase Sales  downs changes 2003
ITTIERRE S.p.A. 47,163 - 47,163 - - - 5,485 52 648
M.A.C. - Manifatture Associate Cashmere S.p.A. 57,482  (15,685) 41,797 - 2,000  43,797) - -
FINANCIERE MELPAR HOLDING S.A. 8,461 (6,461) - - - - - - -
IT FINANCE AND TRADING B.V. - - - 100 4700 - (4797) - 3
ALLISON S p.A. 6841 (1844) 4997 - 9,500 <08 o
GIGLI S.p.A. 8,417 (7,684) 733 - 11,644 - (7,629) - 4,748
FERRE FINANCE S.A. 125 (125) - - 4,029 44,029 - :
GIANFRANCO FERRE S.p.A - - 178,383 5,000 - 16,089 - 177,294
IBEX 2001 S.p.A 90 - 90 - 300 - - 390
MALC Sp.A ) 5485 - 5485 - - - (5,485) -
GF MONTAIGNE S.a.s. 6,410 - 6,410 - 1,664 (4,343) (1,224)  (2,507) -
Total 138,474 (31,799) 106,675 178,483 38,837 (48,140) (35,476) (2,507) 237,872

The book value of shareholdings was written down by the amount of operating losses recorded by individual com-
panies at December 31, 2003 that were not considered to be recoverable since they were caused by factors that
will not be eliminated in the short-term and, with regard to ALLISON S.p.A. and IT FINANCE AND TRA-
DING B.V,, through the write-down of excess goodwill related to the subsidiary HOBBYMARKT WASSE-
NAAR B.V.. Goodwill was written down for reasons of prudence, since current market prospects do not ensure

its recovery with sufficient cerrainty or within reasonable timeframes.

FINANCIERE MELPAR HOLDING S.A.., the Luxembourg-based company that wholly owned GIANFRAN-
CO FERRE S.p.A., was liquidated through a dissolution procedure. All of its assets and liabilities, including the
shareholding in GIANFRANCO FERRE S.p.A., were directly allocated to IT HOLDING $.p.A., with the resul-

ting benefits, including in terms of simplifying the shareholding structure.

The company acquired the entire shareholding in IT FINANCE AND TRADING B.V. from ITTIERRE S.p.A.,
thereby carrying out the planned transfer to the direct control of the distribution division holding company.
The transfer price was commensurate with the company’s balance sheet figures as at September 30, 2003, consi-
dering that, before the transfer, the transferor had covered the deficit as at that date.

Since the transfer constitutes a transaction with a related party, on the basis of article 71 bis of CONSOB regu-
lation approved by resolution no. 11971 of May 14, 1999 and subsequent modifications and integrations, on
January 7, 2004 the related information memorandum was lodged with the registered office of Borsa Iraliana

S.p.A.. Reference should be made to this information memorandum for more details on the transaction.

Disposals of Euro 48,140 thousand relate to the sale of:

* M. A.C. - Manifacture Associate Cashmere S.p.A. to the subsidiary ITTIERRE S.p.A. (Eure 37,200 thousand).
The purpose of this sale was to concentrate Group operating companies under this sub-holding. It was recorded
at book values, net of the decrease in M.A.C.’s assets as at September 30, 2007 of Euro 6,597 thousand;

* GF MONTAIGNE S.a.s. to the subsidiary IT FINANCE AND TRADING B.V. (Euro 3,500 thousand), on the
basis of an independent expert’s appraisal. Before the transfer, the transferor covered the losses arising from the

financial position of GF MONTAIGNE as at September 30, 2003, amounting to Euro 843 thousand.




As a result of the above transfer of GF MONTAIGNE S.a.s., Euro 2,507 thousand was reclassified from this cap-
tion to due from subsidiaries, described below.

During 2003, MALO §.p.A. was merged into ITTIERRE S.p.A., with recroactive effect for accounting and tax

purposes at January 1, 2003. The effects of this transaction are shown in the exhibit, under other changes.

At December 31, 2003, FERRE FINANCE S.A. presented losses of Buro 1,424 thousand exceeding its book

value. That amount has been accrued to the provisions for contingencies and charges.

The list of shareholdings with the information required by article 2427 of the Italian Civil Code is provided in
exhibit 2 attached to these notes.

Had subsidiaries been stated using the equity method, where applicable, the book value of shareholdings would
have been Euro 55,237 thousand greater. The effect of the application of this method can be seen in the consoli-

dated financial statements.

The shareholding in GIANFRANCO FERRE S.p.A. is stated in the financial statements at an amount greater by
Euro 168,998 thousand than the value that would have arisen had ic been stated using the equity method. During:
2002, this difference was allocated to the Ferré trademark on the basis of independent expert’s appraisal and sup-
ported by the fairness opinion expressed by an independent bank. The plans prepared for the future provide for

the recovery of the amounts exceeding book values paid at the acquisition date and allocated to the trademark.
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Receivables
The balance of Euro 111,370 thousand decreased by Euro 72,342 thousand on the previous year end. Changes
during 2003 are as follows:

(In thousands of Euros)
Repayments
and other
12/31/2002 New loans net changes  12/31/2003

Due from subsidiaries before 12 months

TGIGLI S p A . e 557455 57501 TS -
< ITTIERRE S.p.A. 26,369 625841 (603,004) 49,206

- MAC - Manifatture Associate Cashmere S.p.A. 25,787 98,256 (102,702) 21,341

- ALLISON S.p.A. 15,035 58,570 (66,945) 6,660

- GIANFRANCO FERRE S.p.A 12,226 37,909 (31,761) 18,374

- IT FINANCE AND TRADING B.V. 5,475 5,973 7,680 zres”
- 1BEX 2001 S.p.A. ) , 4,087 3 (30%) 3,789

- GF MONTAIGNE S.a.s. 3,144 7,169 (3,862) 6,451

- GENTRYPORTOFINO S.p.A. ) 184 - (184) -
“M.AC. MARBELLA S.L. ‘ e 239 (156) 43
<M.AC FRANCE E.u.ri. _ - 58 - 58

- ITTIERRE SUISSE GmbH - 32 - 32
-TCSpA ) ] - 6,492 (5,274) 1,218

- GIANFRANCO FERRE UK Ltd. - 196 (24) 172

< GIANFRANCO FERRE FRANCE E.url. » - 210 - 210
Subtotal 119,782 868,149 (876,609) 111,322
Due from subsidiaries after 12 months R o

- FINANCIERE MELPAR HOLDING S.A. . 54,734 185,438 (280072) -
Subtotal 54,734 185,438  (240,172) -
Due from others before 12 months B o

- Joint venture with Credit 'Lyonnai's S.A. ' 9,146 - (9,146) -
Subtotal 9,146 - (9,146) -
Due from others after 12months e L B o
- Guarantee deposits 50 - 2 48
Subtotal . ) 50 - 2 48
Total 183,712 1,053,587 (1,125,929) 111,370

Receivables due from subsidiaries before 12 months relate to the balance of current accounts in place with the
individual subsidiaries, bearing interest on a quarterly basis at a rate of 7.5% up to June 30, 2003 and at a rate
of 6.5% during the second half of the year. The rates applied are calculated by ircreasing the average financing
cost borne by the holding company by 0.5%.

The caption repayments and other changes includes the write-down following the waiver of a receivable amoun-
ting to Euro 33,589 thousand due from the subsidiary GIGLI S.p.A.. This receivable covered the subsidiary’s
financial needs and became totally unrecoverable with the strategic decision to discontinue the business develop-
ment of the Romeo Gigli brand.

At year end, receivables due from subsidiaries after 12 months represents the balance of the current account held
with the subsidiary FINANCIERE MELPAR HOLDING S.A., cancelled during she year following the liquida-
tion of the latter and the resulting allocation of its assets and liabilities to IT HOLDING S.p.A..

The amount recorded under receivables due from others before 12 months of Euro 9,146 thousand at December
31, 2002 represented the payment made to Crédit Lyonnais S.A. as the consideration for the joint venture agree-
ment, through which the active partner (Crédit Lyonnais S.A.) offered the silent partner JT HOLDING S.p.A.)
a share in the profits on the purchase, management and collection of receivables factored without recourse to
Crédit Lyonnais S.A. by the subsidiaries ITTIERRE S.p.A., ALLISON S.p.A., M.A.C. - Manifatture Associate

TINANLLAL ALY

NCPURS VO RS

Ampal REPORY 2oy




I BN N SN S - R e

{
I

{
|
|

Cashmere S.p.A., and ITF S.p.A.. The joint venture was terminated in 2003, leading to the collection of the

amount of the contribution.

Other Securities

- The Buro 125,687 thousand balance of other securities at December 31, 2002 comprised bonds issued by the sub-

i

sidiary FINANCIERE MELPAR HOLDING S$.A., which were cancelled during the year following the liquida-

tion of this company, as described above.

In accordance with point 6 of article 2427 of the Civil Code, there are no accounts payable or receivable due

beyond five years.

Trade Receivables Due Before 12 Months

The balance of Euro 10 thousand tepresents trade receivables due from third parties.

Due from Subsidiaries Before 12 Months
The balance of Euro 8,600 thousand, down by Euro 19,638 thousand on the previous year end, is made up as fol-

lows:

(In thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)
TTIERRE S p.A. T 6,060 10,468 (& 408)
SERVIZI MODA S.rl. . . -V - - 557
IT USA Inc. 540 307 233
GIANFRANCO FERRE S.p.A - S 223 300 77)
TFSpA. e IR . 138 18 L.
IT ASIA PACIFIC Ltd. (already FAR T Ltd) et 0 B2 88
MANIFATTURE ASSOCIATE CASHMERE USA Inc., o 330 i, 88 . 51
GF MONTAIGNE S.a.s, ! e V21 . 127
M.A.C. - Manifatture Associate Cashmere S.p.A. o 99 5,099 (5,000)
EUTES.el . e e B S8 23
ITTIERRE FRANCE S.A. .. 68 177 ey
-JTTIERRE MODEN GmbH . ... e P SR L v S A K
DT S B A e e e 26 903 (877)
Other sundry . B R L= R <L OO S
IT FINANCE AND TRADING B.V. i - 987 (987)
HYPSOS S.r.l. 30 K30
GIGLI S.p.A. e e - 8,219 (8,219)
ALLISON S.p.A. - 370 (370)
Total 8,600 28,238 (19,638)

This caption mainly relates to trade receivables arising from the recharging of services rendered to subsidiaries.
The decrease on year end 2002 is primarily due to the fact that from the second half of 2003, amounts are col-

lected 90 days from the issue date of the invoice by charging intercompany current accounts.

ANNUAL REPORT




Due from Parent Companies Before 12 Months
The balance of Euro 40 thousand represents amounts due from PA Investments §.A. (Euro 36 thousand) and from

GTP HOLDING S.p.A. (Euro 4 thousand) in relation to expenses incurred on their behalf during the year.

Receivables Due from Others Before 12 Months
The year-end balance of Euro 24,677 thousand, up by Euro 4,893 thousand on the previous year end, is made up
as follows:

{In thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)

Taxation authorifies - tax exemption on dividends 21,756 4182 17,574
Taxation authorities - tox eredit R 7 AN < L1 B S

Others o , 846 a9m (065

Taxation authorities - VAT credit o 554 730 e

Advances 1o Italian suppliers 130 209 79)

Credit nofes to be received T T g e s

Deferred tax assets - 10,435 (10,435)

Totale 24,677 19,784 4,893

Amounts due from the tax authorities for the tax effect of dividends are due to the recording of tax credits on
dividends collected in 2003 by the subsidiary ITTIERRE S.p.A., net of the payable for the related current rax
charge.

Deferred tax assets decreased following the reversal of the deductible temporary differences that had led to the
recording of the assets in previous years. In accordance wich the principle of prudence, the company did not record
new deferred tax assets since it was not reasonably certain that there would be taxable income equal to or more

than the deductible temporary differences that would reverse in future years.

Amounts due from the tax authorities relate to excess taxes paid in the prior years and withholdings on interest

income.

Amounts due from the tax authorities for VAT are stated net of sums payable to raxation authorities, within the
limits allowed by law.
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Treasury Shares ) .
The balance of Euro 129 thousand, up by Euro 27 thousand on December 31, 2002, is made up as foliows:

(in thousands of Euros)

Number Book value
Balance at December 31, 2002 ] 41,900 ) 102
- Purchases o 22,700 .
- Sales (6,898) (16)
- Adjustment to market value )
Balance at December 31, 2003 57,702 129

Treasury shares have a face value of Enro 0.05 each and made up 0.023% of the share capital at year end, versus
0.017% at December 31, 2002.

Other Securities
The balance of Euro 30,697 thousand at year end is comprised of junior notes issued by ABC Gestion S.A.,
issuer of the F.C.C. Premiére European Fund, as part of the securitization plan described in the Directors’

Discussion and Analysis. These securities have a monthly duration and returns linked to the performance of
receivables factored under the securitization plan.

PR S T I .
Cash oangd Onsh B

The balance of Euro 3,209 thousand comprises excess amounts in current accounts mainly due to collections of

certain of the receivables due from subsidiaries.

The Euro 23,705 thousand decrease on the previous year end was mainly due to the rationalization of collection
management Tate in the year.

.
e

Accrued income amounted to Euro 209 thousand, mainly comprising interest income of Euro 17 thousand and

profits on foreign exchange hedging contracts with a subsidiary for Euro 180 thousand.

Prepaid expenses toraled Euro 389 thousand at year end, down on the Euro 674 thousand of December 31, 2002.
They relate to insurance premiums, rents, and sundry services.
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The balance of Euro 116,782 thousand was down by Euro 46,933 thousand on year end 2002, due to the follo-

wing changes:

{In thousands of Euros)

Retained Net

Reserve earnings income

Share for (losses) (loss)

Share premium Legal treasury Other carried for the

capital reserve  reserve shares  reserves  forward year

Balance ot 12/31/2602 12,294 137,004 2,627 102 4691 18313 (11314

Allocation of net income - - - - - (11,316} 11,316

Purchase of treasury shares IS -4 I z R T s :

Sale of treasury shares - - - 27 - - -
Net income {loss) - ) - - - z T {46,933) (46,9 .
Balance at 12/31/2003 12,294 136,977 2,627 129 4,691 6,997 (46,933) 116,782

At December 31, 2003, the share capital amounted to Eurc 12,294 thousand. It is entirely subscribed and paid

up and comprises 245,874,000 ordinary shares with a nominal value of Euro 0.05 each.

The share premium reserve of Euro 136,977 thousand decreased by Euro 27 thousand on December 31, 2002,
due to the reclassification in 2003 of that amount to the reserve for treasury shares, as a consequence of the pur-

chase of treasury shares.

Accordingly, the reserve for treasury shares, amounting to Euro 129 thousand, increased by Euro 27 thousand on

the previous year end.

Retained earnings of Euro 6,998 thousand decreased by Euro 11,316 thousand on December 31, 2002. This
decrease is equal to the net loss for 2002.

The information required by point 17 of article 2427 of the Civil Code, is provided in exhibit 3 actached to these

notes.

ARGES

PROVISTONG L CONTIN SCTER AND 4
The balance at December 31, 2003 of Euro 1,424 thousand relates to the 2003 operating losses of FERRE FINAN-

CE S.A. in excess of the carrying value of the invesement.

‘

The balance at the previous year end of Euro 5,526 thousand was used during 2003 to recapitalize subsidiaries.
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The balance of Euro 336 thousand is substantially in line with the previous year end. Changes during the year

are summarized as follows:

(in thousands of Euros)

Workers Office staff Executives Total
Balance at 12/31/2002 20 163 154 33§
Provisions ) 2 36 100 138
Transfers to ITTIERRE S.p.A. - ()] - 1)
Transfers to GIANFRANCO FERRE S.p.A. - (2) - @)
Transfers to ITC S.p.A. - M - m
Utilizations (13) L) U ke
Balance at 12/31/2003 9 137 190 336

In accordance with point 6 of article 2427 of the Civil Code, there are no payables due beyond five years.

Due to Banks

This caption amounted to Euro 89,816 thousand at year end, down by Euro 25,185 thousand on December 31,

2002.

(In thousands of Euros)

increase
12/31/2003 12/31/2002 {decrease)
Due to banks due before 12 months S
“Ordinery current accounts 1086 T q 1,065
- Short-term loan instaliments 2,500 26,250 123,750
Subtota! 3,566 26,251 (22,685)
Due to banks due after 12 months v e
- Loans from one to five years 86,250 88750 (2,500
Subtetal 86,250 88,750 {2,500)
Total 89,816 115,001 (25,185)

Changes during the year in medium and long-term amounts due to banks, including the current portions are as

follows:

(In thousands of Euros)

Reclassifi- .

12/31/2002 cations New loans Repayments 12/31/2003
Short-term loan instaliments . ] 26,250 2,500 - (26250) 2,500
Loans from one to five years 88,750 (2,500) - - 86,250
Total 115,000 - - (26,250) 88,750
Due to banks may be broken down by year and maturity as follows:
(In thousands of Euros}
Year 2004 2,500
Year 2005 86,250
Total 88,750




The loan granted by a bank syndicate headed by SANPAOLO IMI S.p.A. for an original amount of Euro 85,000
thousand marures on December 12, 2005.

The company has decided to exercise the term-out option, provided for by contract, which entails repayment of
25% of the loan (Euro 21,250 thousand) by December 12, 2005 and the extension of the due date for another
25% of the loan (Euro 21,250 thousand) at June 12, 2006 and the residual 50% (Euro 42,500 thousand) at
December 12, 2006.

None of the company’s assets had been pledged as collateral at year end.

e 10 Sy .rs Before 12 Months

The balance of Euro 1,635 thousand, down by Euro 667 thousand on December 31, 2002 is made up as follows:

(In thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)

ltalian consultants 1,302 1,813 (511)
Foreign consultants 129 69 {40)
Italian supplies 123 229 (106)
Related parties 81 91 (10)
Total 1,635 2,302 (667)

The decrease is mainly due to the fact that the company used external consultants to a lesser extent during the

year.

Payables to related companies reflect the amount due to a 1o a law firm one of whose partners is on the compan-

y’s board of directors relates to legal services provided to it. Transactions are performed on an arm’s length basis.

The balance of Euro 215,037 thousand, down by Euro 2,325 thousand on December 31, 2002, is made up as fol-

lows:

EA S A

(In thousands of Euros)

12/31/2003 12/31/2002 increase
Trade Financial Trade Financial {decrease)
DU before 12 MONths e e .
C FERRE FINANCE SA. : 17,829 : 4874 12,955
-ITFS.p.A. - 3,368 - 3,379 (11)
- ITTIERRE FRANCE S.A. - 3,347 - - 3347
- [TTIERRE MODEN GmbH ) - 1,521 - - 1,521
- M.A.C. UK Ltd. - inactive since October 2003 - 211 - - oM
- HYPSOS S.r.l. - ! 155 - - 155
MAOSpA T : : 395 (3956
- ITTIERRE S.p.A. 10 S . 3 2,000 (1,993)
<Othersundry e B TS - 96
Subtotal ) . 26,506 3 T1a209 0 12,325
Due after 12 months o
"FERRE FAINANCES.A. : 188,500 : 98,500 T (16,000)
Subtotal - 188,500 - 198,500 (10,000)
Total 31 215,006 3 212,709 2,325

P NOTES VO UHE FINANLLAL SUATIMENTS
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Financial payables relate to the balances of current accounts held with the above subsidiaries at year end, which

‘bore interest on a quarterly basis at a rate of 6% up to June 30, 2003 and at a rate of 5% during the second half

of the year.

With respect to the amounts due to FERRE FINANCE S.A., both the portions due before and beyond one year
relate to loans granted to IT HOLDING S.p.A. by FERRE FINANCE S$.A.. The loans represent the lacter’s
investment of proceeds generated by the bond issue. At December 31, 2003 the following loans were in place:

* aloan for an original amount of YEN 22,103,200,000, disbursed on November 10, 2003 and maturing on May
10, 2004, bearing interest at a rate of 2.60 pct. base 365 and fully repayablé on a lump-sum basis upon maru-
rity, renewable on a half-year basis until May 9, 2005;

* aloan for Euro 6,112 thousand disbursed on October 13, 2003 with maturity on January 13, 2004, bearing inte-
rest at a rate of 4.633 pet. base 360 and repaid upon maturity;

* a loan for Euro 4,355 thousand, disbursed on November 10, 2003 with maturity on January 13, 2004, bearing
interest at a rate of 4.662 pct. base 360 and repaid upon maturity;

* aloan for Euro 6,660 thousand, disbursed on December 19, 2003 with maturity on January 13, 2004, bearing

_interest at a rate of 4.662 pct. base 360 and repaid upon maturity.

Deher Pavables | sre 12 Monehs

The balance of Euro 902 thousand, up by Euro 68 thousand on December 31, 2002, ts made up as follows:

(in thousands of Euros)

increase
12/31/2003 12/31/2002 {decrease)
Remuneration to the Board of Directors — S s34 o...8%2 .02
Remuneration to the Board of Statutary Auditors L2 S SN '3
Remuneration to be paid o 148 256 (108)
Other parties 33 88 (55)
Total 902 834 68

The decrease in amounts due to employees, which includes remuneration accrued but not yet paid, is due to the

decrease in the average number of employees, detailed in the note to personnel costs.

This caption mainly comprises accrued interest on loans, amounting to Euro 1,926 thousand, in line with the

Euro 1,940 thousand of the previous year end.




The balance of Euro 579,272 thousand, up by Euro 51,417 thousand on year end 2002, is made up as follows:

(In thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)
Personal guarantees provided o
- Guarantees and warrants to grant credit provided on behalf of third parties 239,909 235,414 4,495
Subtotal 239,909 2354144495
Commitments, risks, sales and purchase commitments and
other memorandum account N J—
- Commitments for foreign exchange transactions 196,828 ..203,300 6,472y
- Notional principal on interest rate swaps ) R 55,000 20,000 35,000
Subtotal e s 8t e s . 251'828 223‘300 28'528
Total 491,737 458,714 33,023

Personal Guarantees Provided

Guarantees provided in the interest of subsidiaries increased by Euro 4,495 thousand are made up as follows:

(in thousands of Euros)

increase
12/31/2003 12/31/2002 {decrease)
Guarantees provided on behalf of subsidiaries
- FERRE FINANCE SIA. 200,000 200,000 .
- ALLISON S.p.A. 15,544 19,109 (3,565)
THTIERRE Sip. A, 10,264 7,883 2381
T S D A e 4,250 - 4,250
-ITCS.p.A. 3,179 - 3,179
“GIANFRANCO FERRE Sp. A ey T4y 1,768
Y. BOUTIQUE Inc. 1,188 - 1,188
UK Ltd. - inactive since October 2003 ....745 807 (62}
CITTERRE FRANCESA - 736
- GENTRYPORTOFINO S.p.A. 663 i77 484
TMAGICSTYLE Sl " T s 463 50
SELITE Sl 285 : 285
ST USAIne, T 530 B316)
- M.AC. - Manifatture Associate Cashmere Sp.A. ] 29 5,194 (5,165)
- DESILS.p.A. - 775 775 ..
S Other sundry T 114 SS9 s
Total 239,909 235,414 4,495

These guarantees can be summarized by nature as follows:

The increase of Euro 4,495 thousand on December 31, 2002 mainly relates to bank sureties to secure credit lines

Euro 200,000 thousand to guarantee the syndicated bond on the Euromercato.
Euro 33,477 thousand to banks to guarantee credit lines; '
Euro 5,640 thousand to lessors of leased premises;

Euro 678 to the Treasury Office for the disbursement of a capital grant;

Euro 29 thousand to the Swiss Customs Authority to cover customs tax.

granted to subsidiaries and other sureties provided to the lessors of the premises for new contracts signed in 2003,

DOUERIE FINANLAL &
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The balance of commitments for foreign exchange transactions represents the notional principle of currency inte-
rest rate swaps entered into to hedge the interest rate risk on the loan in Japanese Yen that FERRE FINANCE
S.A. took out in 2003 and the noticnal principle of the domestic currency rate swaps signed on December 5, 2003
‘with the subsidiaries ITTIERRE S.p.A. and ALLISON S.p.A., recorded at the contracrual forward rate.

The nominal amounts of these transactions at year end are as follows:

Transactions with third parties

- Purchase of YEN against Euros ) . YEN o 22,103,200,000
Transactions with Group parties

- Purchase of US dollars against Euros N . usb _...5,000,000
- Sale of US dollars against Euros usb 5,000,000

The domestic currency swaps signed on December 5, 2003 with certain subsidiaries offset one another in IT
HOLDING S.p.A.’s accounts.
The risk that the counterparties will not honor their commitments is limited, since such contracts were signed

with leading financial operators. Therefore the company does not expect any risk of insolvency.

The balance of notional principal on interest rate swaps represents the notional principle of IRS entered into to
hedge the interest rate risk of the loan taken out by FERRE FINANCE S.A. and described above.

]
|

Commitments and Other Memorandum Accounts Not Disclosed in the Balance Sheet
Pursuant to paragraph 9, article 2427 of the Italian Civil Code, the commitments and other memorandum

accounts which cannot be quantified and are not recorded at the foot of the balance sheet are listed below.

¢ In a statement of patronage under German law, the company has assumed unlimited liability for the full dura-
tion of the lease contract to manage and financially support M.A.C. Deutschland GmbH, so that it can meet all

its contractual commitments with regard to the lease of premises in Maximilianstrasse, Munich at any time.

* As part of the securitization plan for trade receivables, the company has provided a lecter of patronage to the -
Milano branch of Crédit Lyonnais S.A., and Ester Finance Tritisation S.A., guaranteeing that the subsidiaries
involved (namely, ITTIERRE S.p.A., ITC S.p.A., M.A.C. - Manifatture Associate Cashmere S.p.A., ALLISON
S.p.A., ITFS.p.A., ITTIERRE FRANCE S.A., and ITTIERRE MODEN GmbH) meet all their contractual obli-

gations.




Revenues from Sales and Services

The balance of Euro 5,415 thousand may be analyzed by geographical area, as follows:

(In thousands of Eurcs)

increase

12/31/2003 12/31/2002 (decrease)

il a7 557 T TTG40)
Europe * 326 478 (152)
Rt O e WOTI et 372 452 (80)
Total ' 5,415 6,587 (1,172)

* without Italy

These revenues comprise amounts charged to subsidiaries for services rendered to them. The amount of the char-
ges is commensurate with the internal and external costs incurred to provide the services, which are allocated on
the basis of fixed parameters indicative of the extent to which each subsidiary uses the services. The Euro 1,172

thousand decrease on the previous year is mainly due to the reduction in costs incurred to produce these services.

OFHER REY ANTZIN

Sundry revenues and income of Euro 1,500 thousand include:

(In thousands of Euros)

increase
12/31/2003 12/31/2002 (decrease)

Revenues from recharging 1,418 1,180 238
Sundry consultancy 48 : .48
Compensation for damage 16 - 6
Other sundry revenues 9 2 7
Courtesies from suppliers 7 2 5
Prior year income 2 33T any
Total 1,500 1,217 283

Sundry consultancy comprises considerations for services provide to subsidiaries for the securitization plan as cen-

tralization and collection agent.

Revenues from recharges reflect the amounts charged to subsidiaries for costs incurred on their behalf.

W THE FINANCEAL 8
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Costs for outside services of Euro 5,175 thousand, include:

(In thousands of Euros)

== increase
l 12/31/2003 12/31/2002 (decrease)
Expenses for services recharged to Group companies e MATB 1080 238

Outsourcing 1,375 ..083 792

Remuneration to the Board of Directors B B S £ DO -

— Travel ] 388 462 (74)
l Remuneration to the Board of Statutory Auditors 344 122 222
Other services 316 1,962 (1,646)

Audit of the financial statements 173 152 21

Personnel search, training and education - 144 313 L{169)

I . Institutional advertising 63 103 (40)
Total © 5,175 5,648 (473)

The decrease of Euro 473 thousand on the previous year is due to the cost reduction policy.

Exhibit 4 attached to these notes sets out the remuneration of the Board of Directors and the Board of Stacutory

Auditors.

Third

The balance of Euro 964 thousand is made up as follows:

(In thousands of Euros)

increase
12/31/2003 12/31/2002 (decrease)
Rental expense ) 653 459 194
Licenses e 104 e 81 23
Related charges ) 88 47 41
Car rental e . 87 108 e 200
Electronic machine rental 32 35 3)
o) chine . R . 551 330 338

The increase of Euro 234 thousand is mainly due to the new lease contracts signed during the year.

Pars el
The following exhibit provides the information required by article 2427 of the Italian Civil Code:

Workers Office staff Executives Total
Number at 12/31/2002 2 2 e B 20
SAdditions I . 2
- Decreases - (4) m (5)
- Intercompany transfers . A B . - B
Number at 12/31/2003 1 13 ] ) o 20
Average number 2002 B ) ) 2.00 27.00 7.75 36.75
Average number 2003 1.08 13.92 6.08 21.08

The Euro 923 thousand reduction in personnel costs is in line with the trend in the average number of emplo-

yees.
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The balance of Euro 4,203 thousand is made up as follows:

(In thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)
Amortization of intangible assets 3,361 3,276 85
Depreciation of tangible assets 238 240 (2)
Other write-downs 482 - 482
Total 4,081 3,516 565
¥l . LHARL
This caption is made up as follows:
{In thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)
Income from shareholdings:
Dividends ays00 A8 4Ba 5,016
Tax exemption 15,469 10,397 5,072
Subtotal 42,969 28,881 14,088
Other financial income:
Long-term receivables
SUbsidiaries 17,137 11,286 5,851
Other long-term financial assets 1 T . » -
Marketable securities 5,461 353 5,108
Other parties: o
- bank interest income S .. 238 (119)
- exchange rate gains and income from interest rate hedging o227 25 202
- interest income on interest rate swaps 647 119 528
- other interest income - - -
Subtotal 23,592 12,022 11,570
inte inancial charges: '
Subs 5418 2,925
Other parties:
- interest on short-term loans 1,469 4,563
-interest on medium/long-term loans 3431 L1815
- bank interest expense 317 75
- expense on junior notes (securitization) et s L3353 ot
- exchange rate losses and charges for interest rate hedging 245 2
- interest expense on interest rate swaps. 5479 3,864 1,615
- other interest expense 312 sy a8
Subtotal 17,024 13,501 3,523
Total 49,537 27,402 22,135

Dividends comprise Euro 27,500 thousand distributed during the year by the subsidiary ITTIERRE S.p.A. and

the related tax credit of Euro 15,469 thousand.

Dividends of Euro 18,484 thousand distributed by ITTIERRE S.p.A., along with the related tax credit of Euro

10,397 thousand, were recorded on an accruals basis in 2002. These dividends were collected in 2003.

Income from long-term receivables of Euro 17,137 thousand, up on the Euro 11,099 thousand of 2002, compri-

ses interest incurred during the year on the current accounts held with subsidiaries and loans to them, including
the subscription of bonds issued by FINANCIERE MELPAR HOLDING $.A. and cancelled in 2003 following

the liquidation of that company.

18 NOTER TG OTHE FINANGLAL SEATLMENTS




Income from marketable securities of Euro 5,461 thousand comprises the income accrued on junior notes sub-

scribed as part of the securitization plan.

Interest and other charges from subsidiaries of Euro 5,418 thousand, up on the Euro 2,925 thousand of 2002,

comprise interest accrued on the current accounts held with subsidiaries and the loans received from them.
P

The analysis by nature is as follows:

{in thousands of Euros)

increase
12/31/2003 12/31/2002 (decrease)
Income from shareholdings B L.A2969 28881 14088
Interest income (expense) e . ..23407 2446 . 20,981 ...
Exchange rate gains (losses) (18) 23 (41)
Gains (losses) on hedging: - n - 4,832) (3,745) {1,087)
Income: (expense) on junior notes (securitization) 5,107 - 5,107
Other financial income (charges) LA17.096) 203 . (16,893)
Total 49,537 27,402 22,135
L
o ng
This caption is made up as follows:
(In thousands of Euros)
increase
12/31/2003 12/31/2002 (decrease)
Write-downs of shareholdings 36,900 37,325 (425)
Write-downs of credits included under financial assets ] ] 33,589 ] - 33,589
Write-downs of securities included under marketable securities 3 B 1 2
Total 70,492 37,326 33,166

Pursuant to article 2426 of che Italian Civil Code, this caption includes write-downs of Euro 35,476 thousand in
relation to shareholdings in the following subsidiaries:

e IT FINANCE AND TRADING B.V. for Euro 4,797 thousand;

s ALLISON S.p.A. for Euro 11,708 thousand;

* GIGLI S.p.A. for Euro 7,629 thousand;

* FERRE FINANCE S.A. for Euro 4,029 thousand;

¢ GIANFRANCO FERRE S.p.A. for Euro 6,089 thousand;

¢ GF MONTAIGNE S.as. for Euro 1,224 thousand. .

in addition to an accrual of Euro 1,424 thousand to other provisions for contingencies to cover the operating los-
ses recorded by FERRE FINANCE S.A. during the year in excess of its book value.

Addirional details are provided in the note to Long-term Financial Assets - Shareholdings in Subsidiaries.




This caption includes the write-down of Euro 33,589 thousand following the waiver of a receivable of that

amount from the subsidiary Gigli S.p.A.. .

Additional details are provided in the note to Long-term Financial Assets - Due from Subsidiaries Before 12
Months.

This caption is made up as follows:

(In thousands of Euros)

increase
12/31/2003 12/31/2002 {decrease)
Capital gains on the sale of assets : - ...578 (578)
Non-recurring gains 18 13 5
Total 18 591 (573)
This item mainly relates to under-accruals made in previous years.
Charges
This caption is made up as follows:
{In thousands of Euros)
increase
12/31/2003 12/31/2002 (decrease)
Capital losses on the sale of assets 16,787 - 16,787
Non-recurring losses ) 173 92 81
Other items 16 1 15
Taxes and duties of previous years ) ) 2 - ] 2
Leaving incentives - 414 (414)
Total 16,978 507 16,471

Capital gains from the disposal of fixed assets comprise losses on shareholdings sold or liquidated during the year.
They relate to:

¢ GF MONTAIGNE $.a.s. for Euro 843 thousand;

e FINANCIERE MELPAR HOLDING S.A. for Euro 9,347 thousand;

¢ M.A.C. - M.A.C. - Manifatture Associate Cashmere S.p.A. for Euro 6,597 thousand.

Additional details are provided in the note to Long-term Financial Assets - Shareholdings in Subsidiaries.
Prior year expenses relate to charges pertaining to previous years.

Other charges relate to charges incurred to indemnify third parties.
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This item is composed of:

(In thousands of Euros)

increase

12/31/2003 12/31/2002 (decrease)

Currenttaxes . ) R 3,292 318 2,974
Deferred taxes . e B0 ABA08) A3
Total R 3,329 (4,088) 1417

The company did not have taxable income for the year ended December 31, 2003 for LR.PE.G. and I.RA.P. pur-

poses. ‘Accordingly, it has not included a reconciliation of the theoretical tax charge with the actual tax charge.

Deferred tax income of Euro 37 thousand represent the combined effect of the reversal of the deductible tempo-
rary differences that led to the recording of these assets in previous years, amounting to Euro 10,435 thousand,
and the recording of the tax exemption of Euro 10,398 thousand arising on dividends recotded in 2002 on an
accruals basis. ITTIERRE S.p.A. distributed such dividends in 2003.




Tam Posirion
In 2003, the company benefited from the tax amnesty provided for by article 8 (basic integration of taxable inco-
me) of Law no. 289/2002, integrating the annual tax returns filed in previous years for direct taxes and VAT.

In accordance with the abave, 1999 and subsequent years are still open to tax assessment for direct taxes and VAT
purposes.

The direct tax and VAT returns for the years still open to assessment have been presented within the terms of law.

During the year, the Regional Tax Office of Molise conducted an inspection of the company’s tax records. The
examination related to the 1999 tax period. The resulting assessment report, which was sent on September 5,
2003, alleged irregularities with regard to direct taxes (IRPEG and IRAP) and VAT, which could generate con-
tingent liabilities of Euro 74,000.00 for additional taxes due and fines of Euro 74,000. The company could eli-
minate this issue and avoid costly dispute procedures, which would most likely not end in its favor, by filing an
additional integrative tax return for 1999 by April 16, 2004, as allowed under article 8§ of Law no. 289/2002.
The charge to be incurred by the company would approximate Euro 37,000.

There are no reserves or provisions taxable on distribution.
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Sratements of Cosh Flows

(In thousands of Euros)

12/31/2003 12/31/2002
Cash flows from operating activities ]
¢ Net income (46,933) (11,316)
« " Adjustments made to reconcile net income with changes
in cash flows from operating activities
- Amortization/depreciation 4,081 3,516
- Severance pay fund 138 213
o Effect of the changes in operating assets and liabilities:
- Trade receivables 24 62
- Due from parent companies (11) (19)
- Other receivables (4,893) (13,317)
- Accrued income and prepaid expenses 164 (735)
- Due from group companies and related companies 19,638 (6,631)
- Sale (purchase) of treasury shares (28) 2,624
- Sale (purchase) of other securities 30,697 -
- Suppliers (667) 1,128
- Sums payable to taxation authorities - (97)
. Accrued liabilities, deferred income, and other current liabilities 59 1,016
- Due to group companies and related parties 2,325 208,833
- Other long-term liabilities (4,102 5,526
Changes in cash flows from operating activities 492 190,803
Cash flows from investivr)g activities:
» Sales of (additions to) intangible assets 4,296) (4,183)
o "Sales of {additions to) tangible assets (3) (259)
s Changes in shareholdings {138,513) 1,603
* Changes in long-term financial assets } 143,814 (31,994)
Changes in cash flows from investing activities 1,002 (34,833)
Cash flows from financing activities:
» Increase (decrease) in due to parent company (14) -
* Change in short-term financial payables {21,435) (112,424)
¢ Receipt (repayment) of loans (3,750 48,125
e Share capital increase i 2,287
Changes in cash flows from fnancmg activities (25,199) (62,012)
lncrease (decrease) in cash and cash equwalents (23,705) 93,958
Cash and cash equivalents - opening balance 26,914 13
Cash and cash equivalents - closing balance 3,209 26,914

L R
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(In thousands of Euros)

Name Registered office Currency Share/quota Face value
capital
Subsidiaries:
ITTIERRE S.p.A. Zona Industriale Euros 38,740,000 1.00
e 86090 Pettoranello di Molise {IS) - |
ALLISON S.p.A. Via Prima Strada, 35 Z.1. Euros 1,702,800 516
35129 Padova
IT FINANCE AND TRADING B.V. Drentestraat, 24 BG Euros 4,785,160 454.00
1083 HK - Amsterdam - (N
IBEX 2001 S.p.A. Corso Monforte, 30 Euros 100,000 1.00
. 20122 Milano - | )
GIANFRANCO FERRE S.p.A. Via Pontaccio, 21 Euros 4,750,000 1.00
o 20100 Milano - | )
GIGLI S.p.A Zona industriale Euros 520,000 0.52
... 86090 Pettoranslia di Molise (S) - | e o
FERRE FINANCE S.A. 54 Boulevard Napoléon ter Euros 125,000 100.00

L - 2210 Luxembourg - L

v O Ay

{in thousands of Euros)
Classes of shares

Opening balance Issues during the year

Closing balance

Number Face value Number Face value Number Face value
Ordinary shares  245874,000 0.05 245,874,000 005 ..
Preference shares
Savings shares
Other classes e e e
Total 245,874,000 0.05 - - 245,874,000 0.05

Remuneratior

froguired

&
&«

SOLDING S

% of Corsab regulstion no, 11971 of May 15,

s Sulmsiciaries

(In thousands of Euros)

Name Office held

Name Office held Office term

Tonino Perna ) Chairman and Chief Executive Officer 05/06/2002-12/31/2004*

Luca Giuseppe Solca Deputy Chairman 05/08/2002-12/31/2004% T
Antonio Di Pasquale Director ...05/06/2002-12/31/2004*

Bruno Assumma Director 05/06/2002-12/31/2004*

Claudio Dematté ** . Director 05/06/2002-12/31/2004*

Salvatore Vicari Director 09/13/2002-12/31/2004*

Chairman of the Board of Statutory Auditors

Marco Giuseppe Maria Rigotti
Simone Feig

05/06/2002-12/31/2004*

Statutory Auditor

Statutory Auditor

" 09/09/2002-12/31/2004*

* Term expires on approval of the financial statements as of and for the year ended December 31, 2004

** passed away on March 18, 2004




Shares held % of ownerships Book value Shareholders’ equity Income (loss)
Total Pro-quota Total Pro-quota
237,872,476
38,740,000 100 52,647,909 104,075,245 104,075,245 7,139,455 7,139,455
330,000 100 2,789,362 2,801,699 2,801,699 (8,071,986)  (8,071,986)
10,540 100 2,653 2,653 2,653 (16,371,745)  (16,371,745)
T 5 590,650 585,406 34d 50 T e
6,750,000 100 177,294,237 8,297,116 8,297,116 (6,088,863  (6,088,863)
1,000,000 100 4,748,315 a7ag s 4748315 (7.650,621) (7,650,621)
1,250 100 - (1.423909) (1,423,909)  (5453,120)  (5453,120)
Remuneration

Fees Bonuses and other incentives Other remuneration Total remuneration

835,000 - 6,500 841,500

727,538 s 6,500 734,014

25,000 - 8000 30,000

40,000 : 44,500

40,000 - ..46,000

40,000 - 45 500

67,790 : 68513

46,377 - 47,307

129,714 - 131,677
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(In thousands of Euros unless stated)

ALLISON S.p.A.
Registered office: Padova - |
Share capital: euro 1,702,800

Assets

Intangible assets
Tangible assets
Long-term financial assets
Inventories

Accounts receivable

Net financial debt (27,636)
Accrued income and prepaid expenses 3,051
Liabilities

Shareholders’ equity ..o 3.539
Provisions for contingencies and charges 1,003
Accounts payable 41,623
Accrued liabilities and deferred income 467
Statement of Income

Revenues from sales and services 63,618
Raw, ancillary, and consumable materials 29,303
Outside services 24,789
Personnel 10,325
Amortisation/depreciation and write-downs 6,775
Net financial income (charges) {3.967) .
Net income for the year (9,137)
ALLISON EYEWEAR inc.

Registered office: Los Angeles - CA - USA

Share capital: USD 1,500,000

(Thousands of US dollars)

Assets

Intangible assets 348
Tangible assets 34
Long-term financial assets 55
Inventories 780
Accounts receivable 1.327
Net financial debt (1,407)
Accrued income and prepaid expenses 246
Liabilities

Shareholders’ equity 370
Provisions for contingencies and charges -
Accounts payable 1,013
Accrued liabilities and deferred income -
Statement of Income

Revenues from sales and services 3,249
Raw, ancillary, and consumable materials 1,126
Outside services 1,781
Personnel 479
Amortisation/depreciation and write-downs 148
Net financial income (charges) 139
Net income for the year (526)

ny
e

ALLISON CANADA Inc.

Registered office: North York - Ontario - CAN

Share capital: CAD 95,000

{Thousands of Canadian dollars)
Assets

Intangible assets 12
Tangible assets 6
Long-term financial assets . -
Inventories 318
Accounts receivable 209
Net financial debt (342)
Accrued income and prepaid expenses 20
Liabilities

Shareholders’ equity ) i 92)
Provisions for contingencies and charges 21
Accounts payable 294
Accrued liabilities and deferred income -
Statement of Income

Revenues from sales and services 753
Raw, ancillary, and consumable materials 378
Outside services 339
Pl OnNEl 219
Amortisation/depreciation and write-downs 5
Net financial income (charges) 5
Net income for the year (187)
DESIL 5.p.A.

Registered office: Domegge di Cadore (BL) - |

Share capital: euro 490,400

Assets

Intangible assets .29
Tangible assets 1,541
Long-term financial assets 63
Inventories 1,453
Accounts receivable 1,035
Net financial debt e L300
Accrued income and prepaid expenses 9
Liabilities

Shareholders equity 857
Provisions for contingencies and charges 130
Accounts payable 2,247
Accrued liabilities and deferred income 8
Statement of Income

Revenues from sales and services ... 2189
Raw, ancillary, and consumable materials 939
Outside services K-7Al
Personnel 1,039
Amortisation/depreciation and write-downs 174
Net financial income (charges) Q137
Net income for the year (1,064)




ELITE S.r.l.
Registered office: Pettoranello di Molise (1S) - |
Share capital: euro 46,481

Assets
Intangible assets 671
Tangible assets 667
Long-term financial assets )
Inventories 13,098
Accounts receivable 12,592
Net financial debt ) o 958
Accrued income and prepaid expenses 1
Liabilities
Shareholders’ equity 704
Provisions for contingencies and charges -
Accounts payable. . 26,417
Accrued liabilities and deferred income 789 .
Statement of Income
Revenues from sales and services 14,100
Raw, ancillary, and consumable materials 20,418
Outside services, 1487
Personnel 277
Amortisation/depreciation and write-downs 162
Net financial income (charges) (637)
Net income for the year (1,452)
FERRE FINANCE S.A.
Registered office: Lussemburgo - L
Share capital: euro 125,000
Assets
Intangible assets 841
Tangible assets -
Long-term financial assets 206,329
Inventories -
Accounts receivable 511
Net financial debt (199,964)
Accrued income and prepaid expenses -
Liabilities
Shareholders’ equity (1,424)
Provisions for contingencies and charges -
Accounts payable 127
bilities and deferred income 9,014
Statement of Income
Revenues from sales and services -
Raw, ancillary, and consumable materials -
Outside services )
Personnel -
Amortisation/depreciation and write-downs 629
Net financial income (charges) (4,262)
Net income for the year (5,453)

EUROHOLDING FASHION S.A.
Registered office: Lussemburgo - L
Share capital: CHF 150,000

{Thousands of Swiss francs)
Assets

intangible assets 23,453
Tangible assets -
Long-term financial assets 26
Inventories -
Accounts receivable 2,338
Net financial debt 6
ued income and prepaid expenses -
Liabilities
Sharcholders’ equity e (10,558)
Provisions for contingencies and charges -
Accounts payable . 36,379
Accrued liabilities and deferred income -
Statement of Income
Revenues from sales and services 934
Raw, ancillary, and consumable materials -
Outside services 42
Personnel -
Amortisation/depreciation and write-downs 3,842
Net financial income (charges) (2,344)
Net income for the year (5,492)
FIRST N.Y. BOUTIQUE Inc.
Registered office: New York - NY - USA
Share capital: USD 1,500,000
(Thousands of US dollars)
Assets
Intangible assets 2,810
Tangible assets 46
Long-term financial assets 11,978
Inventories . 1,950
Accounts receivable 434
Net financial debt . 189
Accrued income and prepaid expenses 1,229
Liabilities
Shareholders’ equity 14,668
Provisions for contingencies and charges -
Accounts payable 3,077
Accrued liabilities and deferred income 891
Statement of Income
Revenues from sales and services 2,486
Raw, ancillary, and consumable materials 1,877
Outside services 496
Personnel 429
Amortisation/depreciation and write-downs 336
Net financial income (charges) (186)
Net income for the year (1,840)
I s




FIRST P.B. BOUTIQUE Inc.
Registered office: Tallahassee - FL - USA
Share capital: USD 500,000

(Thousands of US dollars)
Assets

Intangible assets 308
Tangible assets 21
Long-term financial assets 89
Inventories 855
Accounts receivable 74
Net financial debt 31
Accrued income and prepaid expenses 2
Liabilities

Shareholders’ equity (3,531)
Provisions for contingencies and charges -
Accounts payable 4,855
Accrued liabilities and deferred income 56
Statement of Income

Revenues from sales and services 593
Raw, ancillary, and consumable materials 743
Outside services 256
Personnel 187
Amortisation/depreciation and write-downs 52
Net financial income (charges) (14)
Net income for the year (501)
GENTRYPORTOFINO S.p.A.

Registered office: Pettoranello di Molise (iS) - i

Share capital: euro 100,000

Assets

Intangible assets 233
Tangible assets 178
Long-term financial assets 1
Inventories 1,898
Accounts receivable 4,606
Net financial debt 40
Accrued income and prepaid expenses 1,067
Liabilities

Shareholders’ equity 126
Provisions for contingencies and charges 120
Accounts payable 7,564
Accrued liabilities and deferred income 2
Statement of Income

Revenues from sales and services 8,175 .
Raw, ancillary, and consumable materials 2,007
Outside services 4,487
Personnel 1,074
Amortisation/depreciation and write-downs 181
Net financial income (charges) 414)
Net income for the year (1,963)
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FIRST RODEO Corp.
Registered office: Beverly Hills - CA - USA
Share capital: USD 600,000

(Thousands of US dolfars)
Assets

Intangible assets 689
Tangible assets 34
Long-term financial assets -
Inventories 1,493
Accounts receivable 33
Net financial debt 63
Accrued income and prepaid expenses 11
Liabilities

Shareholders’ equity (4,897)
Provisions for contingencies and charges -
Accounts payable 7,215
Accrued liabilities and deferred income 6
Statement of Income

Revenues from sales and services 2,666
Raw, ancillary, and consumable materials 2,398
Outside services a7
Personnel 449
Amortisation/depreciation and write-downs 81
Net financial income (charges) (34)
Net income for the year (559)
GF MONTAIGNE S.a.s.

Registered office: Parigi - F

Share capital: euro 1,933,750

Assets

Intangible assets 5,447
Tangible assets 31
Long-term financial assets 219
Inventories 1,458
Accounts receivable 1,035
Net financial debt R 184
Accrued income and prapaid expenses 6
Liabilities

Sharehalders’ equity 669
Provisions for contingericies and charges -
Accounts payable 7,712
Accrued liabilities and cleferred income 73
Statement of Income

Revenues from sales and services 3,609
Raw, ancillary, and consumable materials 2,273
Qutside services 423
Personnel 596
Amortisation/depreciation and write-downs 687
Net financial incorne (charges) (428)
Net income for the year (732)
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GIANFRANCO FERRE S.p.A.
Registered office: Milano - |
Share capital: euro 6,750,000

Assets
Intangible assets 5,765
Tangible assets 1,556
Long-term financial assets 8,295
Inventories 2,672
Accounts receivable 17,927
Netfinancial debt (307)
Accrued income and prepaid expenses 8,910
Liabilities
Shareholders’ equity 8,297
Provisions for contingencies and charges 2,094
Accounts payable 33,558
Accrued liabilities and deferred income .69
- Statement-of income .
Revenues from sales and services 27,453
Raw, ancillary, and consumable materials 4,203
Outside services 18,010
Personnel 4,907
Amortisation/depreciation and write-downs 1,659
Net financial income (charges) (1,353)
Net income for the year {6,089)
GIANFRANCO FERRE HOLDINGS Inc.
Registered office: Wilmington - DE - USA
Share capital; USD 5,500,000
(Thousands of US dollars}
Assets
Intangible assets -
Tangible assets -
Long-term financial assets 29,048 -
Inventories T
Accounts receivable 54
Net financialdebt . 8.
Accrued income and prepaid expenses -
Liabilities
Shareholders’ equity 29,076
Pravisions for contingencies and charges -
Accounts payable . 31
Accrued liabilities and deferred income 3.
Statement of Income
Revenues from sales and services 12
Raw, anciliary, and consumable materials -
Outside services 15
Personnel -
Amortisation/depreciation and write-downs -
Net financial income (charges) 9
Net income for the year [

T OROLDING Annuil R

GIANFRANCO FERRE FRANCE E.u.r.l.
Registered office: Parigi - F
Share capital: euro 400,000

Assets

Intangible assets 2,209
Tangible assets 50
Long-term financial assets 41
Inventories 1,001
Accounts receivable 342
Net financial debt 66
Accrued income and prepaid expenses 1
Liabilities

Sharehalders’ equity 77

Provisions for contingencies and charges

Accounts payable _—
Accrued liabilities and deferred income

Statement of Income

Revenues from sales and services 1,213
Raw, ancillary, and consumable materials 1,393
Outside services 10
Personnel 192
Amortisation/depreciation and write-downs 385
Net financial income (charges) (59)
Net income for the year (478)
GIANFRANCO FERRE UK Ltd.
Registered office: London - GB
Share capital: GBP 757,686
(Thousands of Pounds sterling)
Assets
intangible assets . 177
Tangible assets 96
Long-term financial assets - -
Inventories 400
Accounts receivable 130
Net financial debt 39
Accrued income and prepaid expenses 462
Liabilities
Shareholders’ equity (721)
Provisions for contingencies and charges T
Accounts payable 2,005
Accrued liabilities and deferred income 20
Statement of Income
Revenues from sales and services 996
Raw, ancillary, and consumable materials 906
Outside services 191
Personnel 203
Amortisation/depreciation and write-downs 61
Net financial income (charges) (100)
Net income for the year (877)
1a%




GIANFRANCO FERRE USA Inc.
Registered office: New York - NY - USA
Share capital: USD 1,000,000

(Thousands of US dollars)
Assets

Intangible assets 27
Tangible assets 77
Long-term financial assets 98
Inventories 1,772
Accounts receivable 3,687
Net financial debt 13
Accrued income and prepaid expenses 150
Liabilities

Shareholders’ equity 138
Provisions for contingencies and charges -
Accounts payable 5,897
Accrued liabilities and deferred income 80
Statement of Income

Revenues from sales and services 5,002
Raw, ancillary, and consumable materials 4,429
Outside services 1.011
Personnel 328
Amortisation/depreciation and write-downs 165
Net financial income {(charges) (40)
Net income for the year 168
HOBBYMARKT WASSENAAR B.V.

Registered office: Amsterdam - NL

Share capital: euro 18,160

Assets

Intangible assets 2,007
Tangible assets -
Long-term financial assets 12
Inventories -
Accounts receivable -
Net financial debt e -
Accrued income and prepaid expenses -
Liabilities

Shareholders’ equity (1,305)
Provisions for contingencies and charges -
Accounts payable 3,325
Accrued liabilities and deferred income -
Statement of Income

Revenues from sales and services -
Raw, ancillary, and consumable materials -
Outside sevices 5
Personnel -
Amortisation/depreciation and write-downs 447
Net financial income {charges) (260)
Net income for the year (663)

95
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GIGLI S.p.A.
Registered office: Pettoranello di Molise (IS) - |
Share capital: euro 520,000

Assets

Intangible assets 755
Tangible assets 187
Long-term financial assets 847
Inventories 1,223
Accounts receivable 3,400
Net financial debt R ) 134
Accrued income and prepaid expenses 2,569
Liabilities

Shareholders’ equity 4,748
Provisions for contingencies and charges -
Accounts payable ) 4,373
Accrued liabilities and deferred income -
Statement of Income

Revenues from sales and services 5,379
Raw, ancillary, and consumable materiais ..2.094
Outside services 6,688
Personnel 320
Amortisation/depreciation and write-downs 4,091
Net financial income (charges) (2,272}
Net income for the year (7,651)
HYPSOS S.rl.

Registered office: Pettoranello di Molise (IS) - |

Share capital: euro 104,000

Assets

Intangible assets 101
Tangible assets 124
Long-term financial assets 1
Inventories 225
Accounts receivable 795
Netfinancialdebt e I
Accrued income and prepaid expenses 75
Liabilities

Shareholders’ equity 137
Provisions for contingencies and charges -
Accounts payable 1,078
Accrued liabilities and deferred income 1.
Statement of Income

Revenues from sales and services 953 .
Raw, ancillary, and consumable materials 267
Outside services 598
Personnel| 713
Amortisation/depreciation and write-downs 72
Net financial income (charges) (24)
Net income for the year (1,028)
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IBEX 2001 S.p.A.

-Registered office: Milano - |

Share capital: euro 100,000

Assets

Intangible assets 2
Tangible assets -
Long-term financial assets 4,160
Inventories -
Accounts receivable 13
Net financial debt R 12
Accrued income and prepaid expenses -
Liabilities

Shareholders’ equity . S 383
Provisions for contingencies and charges T
Accounts payable 3,803
Accrued liabilities and deferred income -
Statement of Income

Revenues from sales and services -
Raw, ancillary, and consumable materials -
Qutside services e 5
Personnel B B -
Amortisation/depreciation and write-downs 1
Net financial income (charges) - e
Net income for the year (8)
IT ASIA PACIFIC Ltd. (gid FAR IT Ltd.)

Registered office: Hong Kang - HK

Share capital: HK$ 500,000

(Thousands of Hong Kong dollars)

Assets

Intangible assets . 5764
Tangible assets 2,174
Long-term financial assets 16,217
Inventories 10,869
Accounts receivable 4,398
Net financial debt B 8,764
Accrued income and prepaid expenses 1,497
Liabilities

Shareholders’ equity 36,562
Provisions for contingencies and charges -
Accounts payable 11,321
Accrued liabilities and deferred income 1,801
Statement of Income

Revenues from sales and services 117,061
Raw, ancillary, and consumable materials 76,614
Outside services 7,945
Personnel 12,268
Amortisation/depreciation and write-downs 3,048
Net financial income (charges) 2,261
Net income for the year 3,987

INTERSTYLE HOLDING S.A.
Registered office: Lussemnburgo - L
Share capital: CHF 2,600,000

(Thousands of Swiss francs)
Assets

Intangible assets

Tangible assets

Long-term financial assets

Inventories

Accounts receivable

Liabilities

Shareholiders’ equity

Provisions for contingencies and charges

(18¢)

Accounts payable

188

Aczrued fiabilities and deferred income

Statement of Income

Revenues from sales and services

Raw, ancillary, and consumable materials
Outside services

Personnel

Net financial income (charges)

Net income for the year

(33)

IT FINANCE AND TRADING B.V.

" Registered office: Amsterdam - NL ~~

Share capital: euro 4,785,160

Assets

Intangible assets

57

Tangible assets

Long-term financial assets

28,191

inventories

Accounts receivable

&5

Net financial debt

97

Accrued income and prepaid expenses

Liabilities

Shareholders’ equity

Provisions for contingencies and charges
Accounts payable

Statement of Income

Revenues from sales and services
Raw, ancillary, and consumable materials

Outside services

Personnel

Amortisation/depreciation and write-downs

131

Net financial income (charges)

(1,923)

Net income for the year

(16,372)




IT HOLDING USA Inc.
Registered office: New York - NY - USA
Share capital: USD 200,000

(Thousands of US dollars)
Assets

Intangible assets

Tangible assets 23
Long-term financial assets 20,319
Inventories -
Accounts receivable 5,723
Net financial debt 9
Accrued income and prepaid expenses 302
Liabilities

Shareholders’ equity 9,191
Provisions for contingencies and charges -
Accounts payable 17,178
Accrued liabilities and deferred income. 8
Statement of Income

Revenues from sales and services 2,923
Raw, ancillary, and consumable materials 29
Qutside services ..355
Personnel 2,409
Amortisation/depreciation and write-downs_ 5
Net financial income {charges) (10
Net income for the year 28
IT USA Inc.

Registered office: New York - NY - USA

Share capital: USD 200,000

(Thousands of US dollars)

Assets

Intangible assets 1,463
Tangible assets 130
Long-term financial assets 18,524
Inventories 7092
Accounts receivable 24,033
Net financial debt 1,400
Accrued income and prepaid expenses 140
Liabilities

Shareholders’ equity 24,742
Provisions for contingencies and charges -
Accounts payable 26,309
Accrued liabilities and deferred income 1731
Statement of Income

Revenues from sales and services 39,305
Raw, ancillary, and consumable materials 24,176
Qutside services 9,686
Personnel 1.162
Amortisation/depreciation and write-downs 874
Net financial income (charges) . . . | (818)
Net income for the year 2,363

=2
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IT RESEARCH S.c.arl
Registered office: Pettoranello di Molise (IS) - |
Share capital: euro 100,000

Assets

intangible assets

Tangible assets

Long-term financial assits 179
Inventories -
Accounts receivable 13
Net financial debt ] 73
Accrued income and prepaid expenses -
Liabilities
Shareholders' equity N 8
Provisions for contingencies and charges -
Accounts payable 178
Accrued liabilities and deferred income -
Statement of Income

" Revenues from sales and services 436
Raw, ancillary, and consumable materials 7
Outside services 376
Personnel 80
Amortisation/depreciation and write-downs 1
Net financial income (charges) O
Net income for the year (34)
ITC S.p.A.
Registered office: Pettoranello di Molise (IS) - |
Share capital: euro 2,580,000
Assets
Intangible assets 994
Tangible assets 660
Long-term financial assets 48
Inventories 7,662
Accounts receivable 23,230
Net financial debt e
Accrued income and prepaid expenses 7,182
Liabilities
Shareholders’ equity 11,528
Provisions for contingencies and charges 349
Accounts payable 27,250
Accrued liabilities and deferred income 13
Statement of Income
Revenues from sales and services 33,852
Raw, ancillary, and consumable materials 17,678
Qutside services 9,674
Personnel 3,993
Amortisation/depreciation and write-downs 711
Net financial income (charges) 825)
Net income for the year 4,438




ITF S.p.A.
Registered office: Milano - |
Share capital: euro 5,200,000

Assets

Intangible assets L4432
Tangible assets 678
Long-term financial assets 3,397
Inventories 6,713
Accounts receivable 10,946
Netfinancial debt o 3,954)
Accrued income and prepaid expenses 4,733
Liabilities

Shareholders' equity 4,790
Provisions for contingencies and charges 105
Accounts payable 21,784
Accrued liabilities and deferred income 77
Statement of Income

Revenues from sales and services 26,680
Raw, ancillary, and consumable materials 12,878
Outside services 10,814
Personnel . 1,766
Amortisation/depreciation and write-downs 1694
Net financial income (charges) (1,196)
Net income for the year (118)
ITTIERRE S.p.A.

Registered offica: Pettoranello di Molise (I1S) - |

Share capital: euro 38,740,000

Assets

intangible assets 13,363
Tangible assets 25,013
Long-term financial assets 103,996
Inventories e 68,487
Accounts receivable 84,405
Net financial debt — 12,954
Accrued income and prepald expenses 47,209
Liabilities

Shareholders’ equity 104,075
Provisions for cantingencies and charges 1,603
Accounts payable 219,359
Accrued liabilities and deferred income 17,133
Statement of Income

Revenues from sales and services e 468,640
Raw, ancillary, and consumable materlals ) 150,805
Ousidesenvices .. 199,158
Personnel 30,529
Amortisation/depreciation and write-downs 8,030
Net financial income (charges) . 9,58)
Net income for the year 7,139

“ITF USA Inc.

Registered office: New York - NY - USA
Share capital: USD 500,000

(Thousands of US dollars)
Assets

Intangible assets 386
Tangible assets 33
Long-term financial assets 23
Inventories 983
Accounts receivable 971
Net financial debt 656
Accrued income and prepald expenses 11
Liabilities

Shareholders’ equity (15
Provisions for contingencies and charges ) -
Accounts payabie L2584
Accrued liabilities and deferred income 136
Statement of Income

Revenues from sales and services 4,073
Raw, ancillary, and consumable materials ..2.25
Outside services 1,825
Personnel 889
Amortisation/depreciation and write-downs 200
Net financial income (charges) ... .. .(203)
Net income for the year (550)
ITTIERRE ACCESORIES S.p.A.

Registered office: Pettoranello di Molise (IS) -

Share capital: euro 1,000,000

Assets

Intangible assets 4
Tangible assets -
Long-term financial assets 133
iventories " 2,289
Accounts recsivable 8,007
Net financial debt 15
Accrued income and prepaid expenses 1,204
Liabilities

Shareholders’ equity 2,289
Provisions for contingencies and charges e
Accounts payable 9,216
Accrued liabilities and deferred income -
Statement of Income

Revenues from sales and services ! 6,557
Raw, ancullary‘ and consumable materials 5,690
Outside services 825
Personnel 132
Amortisation/depreciation and write-downs 35
Net financial income (charges) . 1.
Net income for the year 1,289

r



ITTIERRE FRANCE S.A.
Registered office: Paris - F
Share capital: euro 1,458,000

Assets

Intangible assets 114
Tangible assets 59
Long-term financial assets 3,878
Inventories 305
Accounts receivable 4,050
Net financial debt ) o 659
Accrued income and prepaid expenses 552
Liabilities

Shareholders’ equity 2,435
Provisions for contingencies and charges 377
Accounts payable 6,804
Accrued liabilities and deferred income A
Statement of Income

Revenues from sales and services 27,667
Raw, ancillary, and consumable materials. 23,758
Outside services 1,555
Personnel 1,855
Amortisation/depreciation and write-downs 79
Net financial income (charges) 822)
Net income for the year (1,159)
ITTIERRE SUISSE GmbH

Registered office: Mendirisio - CH

Share capital: CHF 250,000

(Thousands of Swiss francs)

Assets

Intangible assets 110
Tangible assets 53
Long-term financial assets 41
inventaries 213
Accounts receivable 25
Net financial debt 182
Accrued income and prepaid expenses 34
Liabilities

Shareholders’ equity 472
Provisions for contingencies and charges LA
Accounts payable 845
Accrued liabilities and deferred income -
Statement of Income

Revenues from sales and services . 1,439
Raw, ancillary, and consumable materials 1,337
Outside services 95
Personnel 231
Amortisation/depreciation and write-downs 53
Net financial income (charges) (43)
Net income for the year 37

ITTIERRE MODEN GmbH
Registered office: Dussaldorf - D
Share capital: euro 64,000

Assets

intangible assets 00
Tangible assets 125
Long-term financial assets 1,661
Inventories 31
Accounts receivable 817
Net financial debt ) 799
Accrued income and prepaid expenses 162
Liabilities

Shareholders’ equity 898
Provisions for contingencies and charges 138
Accounts payable 2,629
Accrued liabilities and cleferred income 30
Statement of Income

Revenues from sales and services 21,561
Raw, ancillary, and consumable materials ..18,998
Qutside services 917
Personnel 669
Amortisation/depreciation and write-downs 146
Net financial income {charges) (945)
Net income for the year (727)
M.A.C. - Manifatture Associate Cashmere S.p.A.

Registered office: Campi Bisenzio (Fl) - |

Share capital: eure 2,580,000

Assets

Intangible assets 8,471
Tangible assets 5,633
Long-term financial assets 2,590
Inventories 13,573
Accounts receivable 12,639
Net financial debt 1,900
Accrued income and prepaid expenses 6,443
Liabilities

Shareholders’ equity 2,497
Provisions for contingencies and charges 3,794
Accounts payabie 42,251
Accrued liabilities and deferred income 35
Statement of Income

Revenues from sales and services 48,368
Raw, ancillary, and consumable materials 15,328
Qutside services 18,727
Personnel 9,835
Amortisation/depreciaticn and write-downs 13,204
Net financial income (charges) (3,607)
Net income for the year (17,333)
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M.A.C. DEUTSCHLAND GmbH
Registered office: Dusseldorf - D
Share capital: euro 255,750

M.A.C. FRANCE E.u.r.l.
Registered office: Paris - F
Share capital: euro 1,060,000

Assets
Intangible assets 274
Tangible assets 121
Long-term financial assets 25
Inventories 657
Accounts receivable 351
Net financial debt 195
Accrued income and prepaid expenses 33
Liabilities. -
Shareholders’ equity | ... ... . 137,
Provisions for contingencies and charges -
Accounts payable 1,500
Accrued liabilities and deferred income -
Statement of income
Revenues from sales and services 1,447
Raw, anciliary, and consumable materials 521
Outside services 539
Personnel 424
Amortisation/depreciation and write-downs 21
Net financial income (charges) (88)
Net income for the year (604)
M.A.C. MARBELLA S.L.
Registered office: Malaga - E
Share capital: euro 100,200
Assets
Intangible assets 197
Tangible assets 51
Long-term financial assets 10
nventories 286
Accounts receivable 5
--Net financial- debt- - - 50
Accrued income and prepaid expenses -
Liabilities
Shareholders’ equity (126)
Provisions for contingencies and charges -
Accounts payable 728
Accrued.liabilities and deferred income -
Statement of Income
Revenues from sales and services 836
Raw, ancillary, and consumable materials 325
Qutside services 79
Personnel 127
Amortisation/depreciation and write-downs 83
Net financial income (charges) {57
Net income for the year (99)

Assets

Intangible assets 1,482
Tangible assets 19
Long-term financial assets 84
Inventories 1,001
Accounts receivable 56
Net financial debt ) 109
Accrued income and prepaid expenses 50
Liabilities

Shareholders’ equity (830)
Provisions for contingencies and charges 42
Accounts payable 3,568
Accrued liabilities and deferred income -
Statement of Income

Revenues from sales and services 1,923
Raw, ancillary, and consumable materials 1,368

Qutside services

Personnel

Amortisation/depreciation and write-downs

Net financial income (charges)

Net income for the year (731)
M.A.C. BAL HARBOUR Llc.

Registered office: Tallahassee - FL - USA

Share capital: USD 489,470

(Thousands of US dollars)

Assets

Intangible assets 189
Tangible assets 239
Long-term financial assets 59
Inventories 692
Accounts receivable 36
Net financial debt 54
Accrued income and prepaid expenses 1
Liabilities

Shareholders’ equity (1,019)
Provisions for contingencies and charges ]
Accounts payable 2,245
Accrued liabilities and deferred income w34
Statement of Income

Revenues from sales and services 815
Raw, ancillary, and consumable materials 546
Outside services 247
Personnel 259
Amortisation/depreciation and write-downs 267
Net financial income (charges) . (20)
Net income for the year (684)

198



M.A.C. CHICAGO Lle.
Registered office: Springfield - IL - USA
Share capital: USD 722,993

(Thousands of US dollars}
Assets

Intangible assets -

Tangible assets R

Long-term financial assets 1
Inventories b
Accounts receivable -
Net financial debt = 57

Accrued income and prepaid expenses -

Liabilities

Shareholders’ equity N

Provisions for contingencies and charges -

Accounts payable 50

Accrued liabilities and deferred income 9

Statement of Income

Revenues from sales and services 561
Raw, ancillary, and consumable materials 33
Outside services 186
Personnel 161
Amortisation/depreciation and write-downs 356
Net financial income (charges) (12)
Net income for the year (331)

M.A.C. COLORADO Ll
Registered office: Denver - CO - USA
Share capital: USD 608,389

(Thousands of US dollars)

Assets
Intangible assets 187
Tangible assets 21
Long-term financial assets 24
Inventories 426
Accounts receivable 55
Net financial debt 55
Accrued income and prepaid expenses 1
Liabilities

_ Shareholders’ equity (130)
Provisions for contingencies and charges -
Accounts payable 867
Accrued liabilities and deferred income 32

Statement of Income

Revenues from sales and services 744
Raw, ancillary, and consumable materials 519
Outside services 241
Personnel 170
Amortisation/depreciation and write-downs 45
Net financial income (charges) (19)
Net income for the year (381)
R

M.A.C. CLINTON Llc
Registered office: Hartford - CT - USA
Share capital: USD 491,931

(Thousands of US dollars)
Assets

Intangible assets

Tangible assets 1
Long-term financial assets 8
Inventories 528
Accounts receivable 2
Net financial debt o 44
Accrued income and prepaid expenses 1
Liabilities

Shareholders’ equity 183
Provisions for contingencies and charges -
Accounts payable 394
Accrued liabilities and deferred income 6
Statement of Income

Revenues from sales and services 459
Raw, ancillary, and consumable materials 13
Outside services 104
Personnel . 123
Amortisation/depreciation and write-downs 17
Net financial income (charges) (10
Net income for the year (190)
M.A.C. MADISON Lle.

Registered office: New York - NY - USA

Share capital: USD 2,980,873

(Thousands of US dollars)

Assets

Intangible assets 1,412
Tangible assets 190
Long-term financial assets 5
Inventories 1,631
Accounts receivable 24
Net financial debt 174
Accrued income and prepaid expenses 57
Liabilities

Shareholders’ equity 1,924
Provisions for contingencies and charges -
Accounts payable ) 1,033
Accrued liabilities and deferred income 537
Statement of income

Revenues from sales and services 3,049
Raw, ancillary, and consumable materials 1,897
Outside services 317
Personnel 389
Amortisation/depreciation and write-downs 207
Net financial income (charges) ®0)
Net income for the year (801)
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M.A.C. PALM BEACH Llc.
Registered office: Tallahassee - FL - USA
Share capital: USD 437,148

(Thousands of US dollars)
Assets

Intangible assets 3
Tangible assets 11
Long-term financial assets 1.
Inventories 573
Accounts receivable 16
Net financial debt 96
Accrued income and prepaid expenses 5
Liabilities

Shareholders’ equity e 6
Provisions for contingencies and charges -
Accounts payable 688
Accrued lizbilities and deferred income 1
Statement of Income

Revenues from salés and services 773
Raw, ancillary, and consumable materials . 459
Outside services 233
Personnel ) 137
Amortisation/depreciation and write-downs .38
Net financial income (charges) (20
Net income for the year (204)
M.A.C. WOODBURY Llc,

Registered office: New York - NY - USA

Share capital: USD 380,191

(Thousands of US dollars)

Assets

Intangible assets .. 46
Tangible assets 3
Long-term financial assets 20
Inventories 429
Accounts receivable 2
Net financial debt 61
Accrued income and prepaid expenses 1
Liabilities

Shareholders’ equity (43)
Provisions for contingencies and charges -
Accounts payable 599
Accrued liabilities and deferred income 6
Statement of Income

Revenues from sales and services 581
Raw, ancillary, and consumable materials 8
Outside services 131
Personnel 134
Amortisation/depreciation and write-downs 13
Net financial income (charges) (12).
Net income for the year (211)

SLDING Annusn BeEpon

M.A.C. SOHO Lle.
Registered office: New York - NY - USA
Share capital: USD 584,062

(Thousands of US dollars)
Assets

Intangible assets
Tangible assets

Long-term financial assets 90
Inventories -
Accounts receivable 2
Net financial debt -
Accrued income and prepaid expenses -
Liabilities

Shareholders’ equity -
Provisions for contingencies and charges -
Accounts payable 87
Accrued liabilities and deferred income .~ 5
Statement of Income

Revenues from sales and services 760
Raw, ancillary, and consumable materials .. 18
Qutside services 166
Personnel 151
Amortisation/depreciation and write-downs .28
Net financial income (charges) {13
Net income for the year (162)
MAGIC STYLE S.r.l.

Registered office: Pettoranello di Molise (IS) - 1

Share capital: euro 10,330

Assets

Intangible assets 426
Tangible assets 118
Long-term financial assets S0
Inventories -
Accounts receivable 178
Net financial debt -
Accrued income and prepaid expenses -
Liabilities

Shareholders’ equity 12
Provisions for contingencies and charges -
Accounts payable 760
Accrued liabilities and deferred income. -
Statement of Income

Revenues from sales and services -~ 493
Raw, ancillary, and consumable materials -
Outside services 1.
Personnel -
Amortisation/depreciation and write-downs 359
Net financial income (charges) (72)
Net income for the year (208)




M.A.C. USA Inc.
Registered office: New York - NY - USA
Share capital: USD 50,000

(Thousands of US doliars)
Assets

Intangible assets 69
Tangible assets 1,943
Long-term financial assets 9,162
Inventories 4,033
Accounts receivable 6,656
Net financial debt ) 102
Accrued income and prepaid expenses 94
Liabilities
Shareholders’ equity 7,368
Provisions for contingencies and charges -
Accounts payable 14,613
Accrued liabilities and deferred income 79
Statement of Income
Revenues from sales and services 7,425
Raw, ancillary, and consumable materials 6,858
Outside services 2,123
Personnel 611
Amortisation/depreciation and write-downs 1172
Net financial income (charges) (787)
Net income for the year (1,994)
NUOVA ANDREA FASHION S.p.A.
Registered office: Milano - |
Share capital: euro 1,800,000

L4722

1,918

Long-term financial assets 4
inventories ..2,802
Accounts receivable 2,219
Net financial debt 333
Accrued income and prepaid expenses 7
Liabilities
Shareholders' equity 1,788
Provisions for contingencies and charges -
Accounts payable 10,125
Accrued liabilities and deferred income -
Statement of Income
Revenues from sales and services 4,800
Raw, ancillary, and consumable materials 5,825
Outside services 691
Personnel 778
Amortisation/depreciation and write-downs 806
Net financial income {charges) (322).
Net income for the year (2,544)

MODA BRAND HOLDING S.A.
Registered office: Lussemburgo - L
Share capital: CHF 300,000

(Thousands of Swiss francs)
Assets

Intangible assets

Tangible assets

Long-term financial assets

Inventories -
Accounts receivable -
Net financial debt . -
Accrued income and prepaid expenses -
Liabilities

Shareholders’ equity 31,529
Provisions for contingencies and charges -
Accounts payable 3,196
Accrued liabilities and deferred income -
Statement of Income

Revenues from sales and services -
Raw, andillary, and consumable materials -
Outside services . ... 4
Personnel -
Amortisation/depreciation and write-downs s
Net financial income (charges) 2,326
Net income for the year 2,243
P.A.F. - Pelletterie Artiggiane Fiorentine S.r.l.

Registered office: Campi Bisenzio {FI) - |

Share capital: euro 100,000

Assets

Intangible assets 41
Tangible assets 171
Long-term financial assets 2.
Inventories 1,181
Accounts receivable 2,004
Net financial debt 20
Accrued income and prepaid expenses 817
Liabilities

Shareholders’ equity 256
Provisions for contingencies and charges -
Accounts payable 3,960
Accrued liabilities and deferred income 1
Statement of Income

Revenues from sales and services 2,552
Raw, ancillary, and consumable materials 2,367
Outside services 895
Personnel 471
Amortisation/depreciation and write-downs 54
Net financial income {charges) 61)
Net income for the year (229)
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Registered office: Hong Kong - HK
Share capital: HK$ 1,000

SERVIZI MODA S.r.l.
Registered office: Pettoranello di Molise (IS) - |
Share capital: euro 94,342

(Thousands of Hong Kong dollars)
Assets

Intangible assets
Tangible assets

Assets

Intangible assets i
Tangible assets :

Long-term financial assets

Inventories

Accounts receivable

Net financial debt
Accrued income and prepald expenses

Long-term financialassets 1
IDVeNtories . .
Accounts receivable ) 1,536

Net financial debt

Accrued income and prepaid expenses -

Liabilities

Liabilities

Shareholders’ equity

Provisions for contingencies and charges

(87).

Shareholders’ equity _ . 84T

Provisions for contmgencxes ‘and charges -

Accrued liabilities and deferred mcome o

Statement of Income

140

Accounts payable 694

Accrued ||ab|lmes and deferred ncome o

Statement of Income

Revenues from sales and services

Raw, ancillary, and consumab(e materla(s

Outside services

Personrel

Amor‘tlsatlon/deprematlon and write-downs
Net financial income (charges)

Revenues from sales and services -

Raw, ancillary, and consumable materiafs -

Outside services . . £-1

Personnel R

Amortisation/depreciation and write-downs 2
Net financial income (charges) 12

Net income for the year

(14)

Net income for the year (57)

V2| HOLDING S.A.
Registered office: Lussemburgo - L
Share capital: euro 3,235,090

Assets

Long-term ﬁna_ cial asse
Inventories

Accounts receivable

Net financial debt

Ac:rued income and prepald expenses

Liabilities

Shareholders’ equity
Provisions for contmgencnes and charges .
Accounts payable

Accrued liabilities and deferred income

Statement of Income

Revenues from sales and services -
Raw, ancillary, and consumable materials

Outside services

Personnel

Amortisation/depreciation and write-downs

Net financial income (charges)
Net income for the year

929
802
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Revisione e organizzazione contabile
KPMG S.p.A. Telefono 081 660785
Via Francesco Caracciolo, 17 Teletax 081 662752
80122 NAPCLI NA e-mail: i--fmauditaiy@kpmg.it

(Translation from the Italian original which remains the definitive version)

Report of the auditors in accordance with article 156 of legislative
decree no. 58 of 24 February 1998

To the shareholders of
IT Holding S.p.A.

4.1

We have audited the financial statements of IT Holding S.p.A. as at and for the year
ended 31 December 2003. These financial statements are the responsibility of the
company’s directors. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with the auditing standards recommended by
Consob, the Italian Commission for Listed Companies and the Stock Exchange. Those
standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstaternent anc are, as a
whole, reliable. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

Reference should be made to the report dated 9 April 2003 for our opinion or. the prior
year figures which are presented for comparative purposes as required by law.

In our opinion, the financial statements of IT Holding S.p.A. as at and for the year ended
31 December 2003 comply with the Italian regulations governing their preparation;
therefore they are clearly stated and give a true and fair view of the financial position
and results of the company.

We draw your attention to the following matters:

The company holds controlling interests in a number of companies and, in accordance
with current legislation, has prepared consolidated financial statements. Such siaternents
are presented in addition to its own financial statements in order to furnish adequate
information on the financial position and results of both the company and the group. We
have audited the consolidated financial statements and these (with our audit report
thereon) are presented together with the statutory financial statements.
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mra IT Holding S.p.A.

4.2

4.3

Report of the auditors
31 December 2003

The company incurred a significant net loss of approximately € 47 million for the year
ended 31 December 2003, due principally to the prudent write-down of certain
shareholdings and the loan due from the subsidiary Gigli S.p.A.. Net of the tax effect,
these write-downs totalled approximately € 59 million. Furthermore, the company’s net
financial debt is considerable and it is guarantor of a bond issued by its subsidiary Ferré
Finance S.A., which does not have its own financial resources. The bond will entail
repayment of approximately € 221 million in 2005.

The notes to the financial statements make reference to the information provided in the
directors’ discussion and analysis as to how they plan to deal with this situation. In
particular, the directors have specified that the improvement in forthcoming years in the
Group’s results and, accordingly, in the company’s, will hinge more on measures to
recover profitability and efficiency than on assumptions of growth in operating volumes.
They plan to achieve this recovery through a strategic refocusing on the basis of their
decision to concentrate the resources of the ready-to-wear and accessories divisian by
using owned and licensed brands - with adequate profitability and the capacity to bring in
high volumes of turnover - as leverage. Furthermore, the directors intend to cover net
financial debt not only by taking the above measures, but also by improving the
management of working capital, controlling investments, selling non-strategic businesses
and, especially, by refinancing a portion of the bond maturing in 2005 with the assistance
of barks, so as to support business management and development while preventing the
timing of the above events from creating financial difficulties.

The subsidiary Ittierre S.p.A. has received summons further to claims for damages on the
basis of alleged breach of contract in relation to a design collaboration agreement signed
prior to 31 December 1996. In this respect and with regard to any other potential
litigation, reference should be made the description in the notes to the financial
statements of the hold harmless agreement signed with the parent company P.A.
Investments S.A. to hold harmless and indemmify IT Holding S.p.A. and its subsidiaries
from any negative consequences of situations which arose before 31 December 1996.

Naples, 9 April 2004

KPMG Sp.A.

(signed on the original)

Giovanni Enrico Esposito
Director of Audit




To the shareholders,

During the year, the Board of Statutory Auditors carried out the supervisory activities required by law in accordan-

ce

with the principles recommended by the Italian Accounting Profession. In preparing this report, the Board also

took into consideration CONSOB communications no. 97001574 of February 20, 1997, no. 1025564 of April 6,
2001 and no. 2064231 of September 30, 2002, relating to company controls and the activities of the Board of

Statutory Auditors.

In

N

respect of the supervisory activities performed, the Board of Statutory Auditors declares the following:

the financial statements as at and for the year ended December 31, 2003, and the consolidated financial statements
at the same date, which show net losses of euro 46,933 thousand and euro 72,964 thousand, respectively, toge-
ther with cthe notes thereto and the Directors’ Discussion and Analysis, were submitted to the Board of Statutory
Auditors in compliance with the provisions of the law and contain all mandatory inclusions established in the rele-

vant legislation;

the valuation criteria adopted in the preparation of said financial statements are consistent with those applied in
the previous year. In preparing the financial statements, the Directors did not use the option to depart from the
provisions of the law allowed by articles 2423 and 2423-bis of the Civil Code. The Board of Statutory Auditors
has ascertained compliance with the relevant legislation of the content and layout of the company’s financial sta-
tements, the consolidated financial statements and the Directors’ Discussion and Analysis. In so doing, it also
made reference to information received from the audit company pursuant to paragraph 2, article 150 of Legislative
decree no. 58/98.

The results of Group operations have been reclassified by geographic area, in accordance with CONSOB commu-
nication no. 98084143 of October 27, 1998;

the directors have provided a brief description of all pending disputes in the notes to the consolidated financial

statements;

the result for the year was heavily influenced at consolidated level by the directors’ decision to write-off the Romeo
Gigli trademark, which was no longer considered of strategic value, and by certain changes in the consolidation
area, and at statutory level by related write-downs of invesements and receivables. Such write-downs, which the
Board of Statutory Auditors considers the fruit of a prudent approach, are in line with the Group's decision, taken
in the light of the ongoing crisis in the industry, to refocus its strategy, concentrating its resources in the ready-
to-wear and accessories division, and in particular on brands with satisfactory profitability and the potential to
develop high volumes of sales;

within the extent of its authority, the Board of Statutory Auditors gathered information on and monitored com-
pliance with che principles of correct administration, through direct observation and investigation, information
obtained from department managers, and meetings with the Internal Control Committee, the Internal Control
Manager and the audit company KPMG, with a view to a reciprocal exchange of relevant data and information.

The Board’s supervisory activities and its monitoring of transactions and business conduct did not reveal any signi-

ficant matters that would need to be reported to the supervisory authorities or indicated in this report;
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* on the basis of the work performed, the Board of Statutory Auditors declares that:

- it monitored compliance with the law and deed of incorporation;

- during its work, it noted no atypical or unusual transactions with third parties, related parties, or group com-

panies. Ordinary transactions with group companies and related parties are adequately disclosed in the

Directors’ Discussion and Analysis, to which reference should be made for detaiis on their effects on the balan-

ce sheet and income statement.

It did not note any specific issues in relation to the appropriateness of such transactions or their consistency

with the company’s interests;

it examined all available reports of the Board of Statutory Auditors on the financial statements as at and for the

year ended December 31, 2003 of the most important subsidiaries, which contained no significant irregularities;

- during 2003, the Board of Directors met 12 times, and the Internal Control Committee met four times. The

Board of Statutory Auditors met 11 times during the year and, in addition, was present at all of the

Shareholders’ meetings, the meetings of the Board of Directors and the Internal Control Committee;

- on the basis of information received pursuant to paragraph 1, article 150 of Legislative Decree no. 58/98, the

transactions with the greatest impact on the company’s financial position and result for the year may be sum-

marized as follows:

¢ the internalization of certain Ferré brand lines that were previously licensed to third parties;

¢ a trade receivable securitization agreement signed by IT Holding and Credit Lyonnais S.A. in July 2003,
for a maximum of Euro 200 million, and with a five-year duration. The agreement provides for the facto-
ring of trade receivables without recourse and involves seven Group companies.

The Board of Directors has provided extensive information on such transactions in the Directors’ Discussions

and Analyses, which are attached to the statutory and consolidated financial statements, as well as in the notes

" thereto, to which reference should be made for further details.
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"With regard to such transactions, the Board of Statutory Auditors did not note any violations of the law or the

i

company’s by-laws and is able co reasonably affirm that none of the cransactions performed were clearly impru-
dent or risky, could potentially generate conflicts of interest, were contrary to the resolutions passed by the sha-
reholders, or were such as to compromise the integrity of the company'’s assets. Furthermore, to the best of the
board’s knowledge, such transactions were based on concepts of economic prudence, although this should not

be taken as construing an expression of the Board’s opinion on the management decisions made by the Directors;

* with regard to the financial position of the company and the group, and bearing in mind the remarks made by
the audit company in its report, the Board of Statutory Auditors notes that net financial debt would appear to be
significant, even though the situation has improved - mainly as a result of the factoring of trade receivables
without recourse as part of the securitization agreement described above.

‘ The board also notes that the following medium-term loans will fall due for repayment in 2005 (as reported by

the directors in the notes to the 2002 financial statements - the year in which said loans were granted - and in

those for 2003); » '

- bond issue by Ferré Finance S.A., guaranteed by IT Holding S.p.A., with a value of Euro 200 million and matu-
ring in May 2005 (we note that during the first quarter of 2004, partly using the cash arising from the sale of
Ibex S.p.A., which is described below, Ferré Finance S.A. repurchased some of the bonds it had issued, thus
canceling them, for a total face value of Euro 25 million. As a result, the face value of the bonds outstanding
was reduced to Euro 175 million);

==~ - - portion of the loan granted by a bank syndicate, amounting to approximately Euro 21 million and falling due

in December 2005.

The directors, as indicated in their Discussion and Analysis, have adopted a strategy aimed at reducing net finan-
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cial debt by the end of 2004, which focuses on improving che management of working capital, investment con-
trol and the sale of non-strategic assets. In March 2004, as part of this plan, the company finalized the sale of the
investment it held in Ibex S.p.A. (parent company of ITF S.p.A., which operates in the perfume sector), thus gene-
rating proceeds of Euro 31.5 million.

The directors are also of the opinion that the improvement of net financial debt will be facilitated by the above-
mentioned refocusing of the business strategy on areas of business that have demonstrated satisfactory profitabi-
lity and the potential to develop high volumes of sales.

The Group is currently planning transactions to refinance the loans falling due, with a view to sustaining business

management and development, while preventing the timing of the above events from creating financial tension.

in respect of the adequacy of the administrative-accounting system and its reliability to correctly represent mana-
gement activities, the Board of Stacutory Auditors carried out its supervisory activities, which included an analy-
sis of the work performed by the audit company, and ascertained the implementation of a complex program of
rationalization aimed at improving efficiency and optimizing costs. The program includes the centralization of the
group’s administrative and accounting functions within a service center managed by Ittierre S.p.A., the concen-
tration of all the subsidiaries active in the ready-ro-wear and accessories division under the control of Ittierre
S.p.A., and the concentration of all direct distribution activities under the Dutch sub-holding company.

Particularly in light of the above changes, the Board of Statutory Auditors recommends strengthening the admi-

nistrative department, especially the Group Service Center.

The Board considers the instructions the company gave to its subsidiaries to fulfil the disclosure requirements laid

down by point 2 of article 114 of Legislative decree no. 58/98;

the Board of Statutory Auditors has checked the adequacy of the internal control system. During the year, the
internal control department reported to the Internal Control Committee, which is composed of three independent
directors, on a regular basis, while the matters handled by the Internal Control Committee included legislation
governing the companies’ administrative liability (Legislative Decree no. 231/2001), the preparation of an orga-
nizational manual that contained a matrix showing powers and functions, the principal issues relating to the inter-
nal control environment, and the preparation of a draft service agreement in respect of the setting up of a Group
Service Center within the subsidiary Ittierre S.p.A.. The Board gathered information relating to the activities car-
ried out by the internal control department on a regular basis, through a number of meetings with the internal
control manager, and obtained all the necessary documentation, which revealed no significant issues.

Despite appreciating the effort and improvements it observed, the Board of Statutory Auditors believes that the
Internal Control Department is undersized, as mentioned to the Board of Directors and the Internal Control
Committee and indicated in the report of the Board of Statutory Auditors in the 2002 financial statemnents.-It the-
refore recommends that the department be expanded to the extent necessary for the company and group to deal
with the backlog of work that has accumulated in this respect;

with a view to increasing compliance with the principles of correct administration, the company further updated

its overall corporate governance structure to achieve compliance with the Code of Conduct for listed companies.

The current situation may thus be summarized as follows:

- the by-laws comply with Legislative Decree no. 58/1998;

- the company declares that two of the six members of the Board of Directors are Executive Directors and that
the other four are Non-executive Directors, of which three can be considered “independent” pursuant to arti-
cle 3 of the Code of Conduct;
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- article 23 of the by-laws provides for the appointment of statutory auditors using lists presented by the share-
holders, in order to ensure that at least a statutory auditor and an alternate auditor is chosen from the mino-
rity shareholders’ list;

- the company has set up a Remuneration Committee and an Internal Control Committee; a company Code of
Ethics and Internal Dealing Code of Conduct have also been prepared, in compliance with the regulations
issued by Borsa Italiana S.p.A., while the previous Regulation for ordered and functional shareholders’ mee-
tings has already been adopted;

- in accordance with the Stock Exchange Rules, the 2004 Corporate Events Calendar has been published, in
which dates are scheduled for the most significant events taking place in 2004;

- with regard to the transition to the International Financial Reporting Standards (IFRS), the company has
already assigned specific resources the responsibility for identifying all the changes to the current accounting

policies that will have to be implemented.

the Board of Statutory Auditors did not receive any complaints pursuant to article 2408 of the Civil Code during
the year;

during the year, the Board of Statutory Auditors expressed its opinion in respect of the award of the engagement
for the audit of the financial statements for the three-year period 2003-2005, in accordance with Legislative decree
no. 58/1998;

the report issued by the audit company KPMG S.p.A., in accordance with article 156 of Legislative Decree no.
58/98, states that the parent company and consolidated financial statements comply with the Iralian regulations
governing their preparation; they are therefore clearly stated and give a true and fair view of the financial position
and results of the company and group. During the meetings held in accordance with paragraph 2, articie 150 of

Legislative Decree no. 58/98, the audit company did not bring up any exceptions in relation to matters falling

- under-its remit.

Furthermore, no engagements other than the audit have been assigned to the audit company, or assigned to indi-
viduals having ongoing relations with such company, with the exception of checks performed on certain covenants

relating to a loan agreement, fees for which were fixed at approximately Euro 5,000.

The Board of Statutory Auditors notes that it will be necessary to appoint a new member of the Board of Directors
to replace the late Professor Claudio Dematté.

We submit for your approval the proposal to renew the authorization to purchase and sell treasury shares for a period
of 18 months, with the terms and conditions described in the related report. The Board of Statutory Auditors has no

observations to make in respect of such proposal.

In consideration of the above comments and the audit reports of KPMG S.p.A. on both the statutory and consolida-
ted financial statements, the Board of Statutory Auditors is in favor of your approval of the financial statements as at

and for the year ended December 31, 2003 as they stand.

Rome, April 13, 2004 Board of statutory auditors
Mtr. Mario Guerrist
M. Simone Feig
Mr. Marco Rigotti
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IT Holding S.p.A.
Corso Monforte, 30
20122 Milano - Italia
Tel. +39 02763039.1
Fax +39 02780016

IT Holding S.p.A.

Zona Industriale

86090 Petroranello di Molise (IS)
Italia :

Tel. +39 0865446.1

Fax +39 0865460290

IT Holding shares are listed on
Milano Stock Exchange

ITH IM (Bloomberg) ITH.MI
(Reuters), ISIN IT0001165049,
(NASD: ITHJY, Cusip 450473202)

May 6, 2004

IT Holding releases its quarterly
financial results also on
www.itholding.com

Securities analysts and investors should
contact the Investor Relations Officer
Giovanni Paese
giovanni_paese@icholding.ic

Financial media should contact:
Federico Steiner
f.steiner@barabino.it

Niccold Moschini
n.moschini@barabino.it
Barabino & Partners

Foro Buonaparte, 22

20121 Milano - Italia

. Tel. +39 0272023535

Fax +39 028900519

KPMG S.p.A.

Via E. Caracciolo, 17

80122 Napoli - Italia
Tel. +39 081660785

Fax +39 081662752
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MAIN BUSINESS PREMISES

IT Holding S.p.A.

IT Holding Comunicazione

Gianfranco Ferré S.p.A.

Ittierre S.p.A.

M.A.C. - Manifatture Associate
Cashmere S.p.A.
(Malo)

Allison S.p.A.

ITC S.p.A.

1T HOLDING DIRECTORY

Corso Monforte, 30
20122 Milano - Italia
Tel. +39 02763039.1

Via Serbelloni, 2
20122 Milano - Italia
Tel. +39 02763033.1

Via Pontaccio, 21
20123 Milano - Italia
Tel. +39 0272134.1

Zona Industriale :
86090 Pettoranello di Molise . (IS
Italia

Tel. +39 0865446.1

Via Garttinella, 6
50010 Campi Bisenzio (FI) - Italia
Tel. +39 05587317.1

Via Prirna Strada, 35
Zona Industriale
35129 Padova - Iralia
Tel. +39 0498844.111

Via Stendhal, 33
40128 Fologna - Italia
Tel. +39 0514167.811

1T HOLUDING ArNUsL BEPORT 2003



SHOWROOMS FOR OWNED ERANDS COLLECTIONS

Gianfranco Ferré

Via Pontaccio, 21
20123 Milano

Iralia

Tel. +39 0272134.1*

IT HOLDING DIRECTORY

Malo

Via Archimede, 26
20129 Milano
Iralia

Tel. +39 02738970.1*

Am Binnenwasser, 5
40474 Diisseldorf
Deutschland

Tel. +49 211439160*

712 5* Avenue - 26* Floor
New York, NY 10019
US.A.

Tel. +1 2125816400*

PT HOLDING Amwuan REPURY 2003

* Directly Operated Showrooms

Exté

Via Serbelloni, 1
20122 Milano

Italia

Tel. +39 0276209.1*

IT HOLDING DIRECTORY
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SHOWROOMS FOR YOUNG

D&G DOLCE & GAEBBANA

VERSUS
VERSACE JEANS CQUTURE
JUST CaAVALLI

GIANFRANCO FERRE JEANS

* Directly Operated Showrooms

ITTIERRE France

92, Avenue des Champs Elisées
75008 Paris

France

Tel. +33 142894818*

ITTIERRE Moden
Karl Arnold Platz, 2
40474 Diisseldorf
Deutschland

Tel. +49 211439140%

Cante Agenzia Moda
Fashion Atrium
Ingolstaedterstrasse, 44
80807 Miinchen
Deutschland

Tel. +49 8935651668

IT USA

712 Fifth Avenue - 27th Floor
10019 New York

US.A.

Tel. +1 2122654166%*

IT Asia Pacific
Encertaiment Building
30 Queen’s Road Central
Hong Kong

China

Tel. +852 21696100

Mitsui

Head Office Tktfo Section 2
2-1, Ohtemachi 1 Chome
Chiyoda Ku - Tokyo

Japan

Tel. +81 332856248

ITTIERRE UK

29, Portland Place
London W1B 1QB
UK.

Tel. +44 2078788600

It HOLDENG DIRECTORY

LINES

ITTIERRE Milano
Via Serbelloni, 1
20122 Milano

Tel. 0276209.1%

ITTIERRE Roma
Palazzo Conti Tonini
Via Antonio Bertoloni, 2
00197 Roma

Tel. 06809109.1/2%*

D&G

Piazza Umanirtaria, 2
20122 Milano

Tel. 0254185.1

Giulietta Martelli
Via Indipendenza, 67
40121 Bologna

Tel. 051253337

Biessedue

Via Baracca, Trav. Priv. De Salvo
Palazzo Saturno

89100 Reggio Calabria

Tel. 0965894081

Bartolo Bonavoglia Group &
Company

Via Ruggero VII, 9

Palazzo (3alati

90100 Palermo

ITTIERRE Napoli
Riviera DDi Chiata, 256
80121 Napoli

Tel. 0817643905*

ITTIERRE Vicenza
Contra Porti, 17

36100 Vicenza

Tel. 0444320139/322963%

IT HOLDING Anxnvarn KEpORT 2003



Studio Target
Piazza Lagrange, 1
10124 Torino

Tel. 011531002

ITTIERRE Bari
Via Rodolfo Redi, 3
70124 Bari

Tel. 0805615653*

ITTIERRE Palermo
Piazza Verdi, 6
90138 Palermo

Tel. 0916116404*

Modeagentur Ianiz Corica
General Wille Strasse, 59
08706 Feldmeilen

Schweiz

Tel. +41 438441212

Fashion Club 70
Ijerlaan 54/56
02060 Antwerpen
Belgium

Tel. +32 32211010

E. Pagoni

316 Vouliagmenis Av.
17343 Atene

Greece

Tel. +30 2109765700

Lakis Gavalas
Kifissias, 231

1461 Kifissia - Athens
Greece

Tel. +30 18084731

Iriarte Trading Fashion
Calle De Sagasta 27, 1° Dcha
28010 Madrid

Espafia

. Tel. +34 915940233

Porto Fora De Horas
Rua Oscar De Silva, 125
Leca Da Palmeira - Oporto
Portugal S
Tel. +351 229994400

IT UK

Liscartan House - 2nd floor
127-131 Sloane Street
Londra SW1X 9BA

Tel. +44 2077306665

IT HOLDING ANNUAL REPORT 2003

Sportina Bled D.O.O.
Alpska, C 43

4248 Lesce

Slovenia

Tel. +38 645370017

Aco Modeagentur
Miillner Hauprstrasse, 1
5020 Salzburg
Osterreich

Tel. +43 662442444

Nick Mascitelli Imports
13 - 15, Levey Street
20080 Chippendale NSW
Australia

Tel. +61 293193199

Zestland PTY Ltd.
Level 1,

161 Elizabeth Street
Sydney

NSW 2000
Australia

Tel. +61 292999752

Linea Magna
Durango 225, 4to Piso
Colonia Roma

06700 Mexico D.E.
Mexico

Tel. +52 5552074945

Damiano Collezioni

151 Bloor street West, Suite 1100
M5rlg Toronto - Ontario

Canada

Tel. +1 4169285004

T HOLDING DIRECTGRY



MONO-BRAND BOUTIQUES

* Directly Operated Srores

Gianfranco Ferré Boutiques

Via Sant’Andrea, 15
20121 Milano
Tel. 02790406*

La Passeggiata
07020 Porto Cervo (S8)
Tel. 078992539*

Via Camerelle, 14
80073 Capri (NA)
Tel. 0818377501%*

Via Santa Teresa, 6
10121 Torino
Tel. 011547519

Corso Garibaldi, 57
89100 Reggio Calabria
Tel. 096527281

29, Sloane Street
W1YA London

U.K.

Tel. +44 2078389576%*

44, Avenue George V
75008 Paris
France

Tel. +33 149520274

51, Avenue Montaigne
75008 Paris

France

Tel. +33 142899091 *

67 La Croisette
06400 Cannes
France

Tel. +33 493942801%*

Park Palace

27 Avenue de la Costa
98000 Montecatlo
Principauté de Monaco
Tel. +377 93256105

I't HOLDING DINEQTORY

WORLDWIDE

6, Rue Ceard

1204 Geneve

Suisse

Tel. +41 223184898

Maximilianhofe
Maximilianstrasse, 11
Munich

Germany

Tel +49 8923685899*

Local Comercial N 1
Muelle Levante

Urbanisacién Los Granados

29660 Puerto Banus
Marbella

Espafia

Tel. +34 952813650

Maysedergasse, 4a
1010 Wien
Osterreich

Tel. +42 15134663

Vitosha Street, 17
1000 Sofia
Tel. +359 02981219

Kusnetzky Most, 19
103031 Moscow
Russia

Tel. +7 0959212973

Pr. Krasnoarmeiska, 37
620075 Ekaterinburg
Russia

Tel. +7 3432566994

2700 Ccllins Avenue
Suite 150,

Bal Harbour, FL 33155
U.S.A.

Tel. +1 3058686117*

270 North Rodeo Drive
Beverly Hills, CA 90210
U.S.A.

Tel. +1 3102733211%
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870 Madison Avenue at 7 1st Street
New York, NY 10021

U.S.A.

Tel. +1 2127175430*

Yama Centre

Prince M. Bin Abdul Aziz Street
(Tahlia)

21432 Jeddah

Saudi Arabia

Tel. +996 26608121

Al Khayyat Centre
Tahlia Street

21432 Jeddah

Saudi Arabia

Tel. +996 26612919

Salem Mubarak Street
Mariam Mall

Salmiya

Kuwait

Tel. +965 5744332

La Porte East

9-1 Oharamachi
Ashiya, Hyogo
Japan

Tel. +81 797323651

Imperial Plaza
B1F 1-8-40

- ~Temmabashi - - -

Kita-Ku

Osaka

Japan

Tel. +81 668811223

2-1, Suidocho
Kumamoto

Japan

Tel. +81 963596991

Kokusai Bldg.

3-1-1 Maronouchi
Chiyoda-Ku

Tokyo

Japan

Tel. +81 332115705

IT HOLDING ANwusn REPURT 2003

Changchun Charter Times Square
Dept. Stores

8/F, Block A

99 Chongging Road, Jilin
Changchun

China

Tel. +86 4318922555

Palace Hotel

8 Goldfish Lane
Wangfujing 100006
Beijing

China

Tel. +86 1065128899

Marriott Hotel

388 Qing Nian Street
Heping District
Shenyang

China

Tel. +86 2423997655

New World Department Store
403 Huayuan Street

Nangang District

Harbin

China

Lot G-28, Ground Floor
Suria KLCC

Kuala Lumpur City Centre
50250 Kuala Lumpur
Malaysia .
Tel. +60 323822898

GF Ferré Boutiques

Piazza di Spagna, 70
00187 Roma
Tel. 066791451

San Marco, 1307
Calle Vallaresso
30124 Venezia
Tel. 0415205733

IT HOLDING DIRECTORY
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Ango Fashion BV
Van Barlestrat, 7
1071 Amsterdam
The Netherlands
Tel. +31 206762987

9700 Collins Avenue
Bal Harbour, FL 33154
U.S.A.

Tel. +1 3058661460

Tumon Sands Plaza
Tumon, GU 96911
U.S.A.

Tel. +1 671 6460428

Mandalay Place

3950 Las Vegas Boulevard South
Store # 1507

Las Vegas, NV 89119

US.A.

Tel. +1 7026329354

2, Core Pacific City Living Mall
1F, No. 138, sec. 4

Pa Deh Road

Taipei

Taiwan

Tel. +886 237621317

Plaza Indonesia

1st Floor no. 142-143
Jakarta

Indonesia

Tel. +62 213107541

Charter Time Square
99 Chongging Road
Changchun

China

Tel. +86 4318924198

Mercato Mall
Jumeira

Dubai

U.AE.

Tel. +971 43440895

Malo Boutiques
Corso Magenta, 17

25122 Brescia
Tel. 0303758158

TP HOLDING DIREQTORY

Via Carducci, 51/B

55042 Forte dei Marmi (LU)
Tel. 0584874012%

Calata Marconi, 16
16034 Portofino (GE)
Tel. 0185269510*

Corso Icalia, 56
32043 Cortina d’Ampezzo (BL)
Tel. 04365861%

Via della Spiga, 7
20121 Milano

Tel. 0276016109*

Aeroporto di Malpensa Milano (Duty
Free)

Terminal 1

Tel. 0274867247

Via Borgognona, 5

00187 Roma

Tel. 066791331*

Terminel A (Duty Free)
Aeroporto di Fiumicino Roma
Tel. 0665952601

Terminal B (Duty Free)
Aeroporto di Fiumicino Roma
Tel. 0665956058

Galleria Cavour, 2/E
40100 Bologna
Tel. 0516569667*

Via Cafelati, 61
70100 Bari
Tel. 0805249669

Piazzetra del Cervo, 3
07020 Porto Cervo (SS)
Tel. 0789909025*

Via del Molo
07020 Porto Rotondo (SS)
Tel. 078934929%

Via Roma, 65
11013 Courmayeur (AO)
Tel. 0165842266%
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Via Vittorio Emanuele, 11

" 80073 Capri (NA)

Tel. 0818370479

Corso Iralia, 262
95100 Catania
Tel. 095371292

San Marco, 2359
Calle delle Ostreghe -
30124 Venezia

Tel. 0415232162

Via Zanardelli, 2
70059 Trani
Tel. 0883595257

Piazza Guglielmo Marconi, 20
46100 Mantova

12, Avenue Montaigne
75008 Paris
France

Tel. +33 147202608%

10, Rue Francois Sibilli
83990 Saint Tropez
France

Tel. +33 494977977*

Maximilianstrasse, 34
80539 Miinchen
Deutschland

Tel. +49 8922802959*

Gurtstig, 34
25980 Keitum - Sylt
Deutschland
Tel. +49 4651936465

Boulevard Principe Alfonso von
Hohenlohe s/n- - -

29600 Marbella

Espafia

| Tel. +34 952024163%

Rua Castilho, 59
1250 Lisboa

Portugal

Tel. +351 213862823

Placza del Mulin, 4
7500 Sankt Moritz
Schweiz

Tel. +41 818338850

T HOLDING AvNusl KEPORT 2005

520 East Durant St.
Aspen, CO 81611
TU.S.A.

Tel. +1 970925311 1%

9700 Collins Avenue Store B136
Bal Harbour, FL 33154

US.A.

Tel. +1 3058610600*

814 Madison Avenue at 68th Street
New York, NY 10021

U.S.A.

Tel. +1 2123964721*

228 Worth Avenue
Palm Beach, FL 33480
US.A.

Tel. +1 5616553312%

8-6-24 Ginza
Chuo-Ku, 104-0061 Tokyo
Japan

-Tel. +81 355375411

4-1 Kioicho

Chioda-Ku, 101-0094 Tokyo
Japan

Tel. +81 352763831

2-5-25 Umeda

Kita-ku, 530-0001 Osaka
Japan

Tel. +81 647965362

Parizska 5

110 00 Prague

Czech Republic

Tel. +42 0222314315
Fax +42 0222314315

Hotel Shilla . . o .
202, 2-Ga. Jang Chung Dong
Chung-Ku

Seoul

Corea

Tel. +82 222303607

SKM

B3F Coex International
159 Samsung Dong
Kangnam-Ku

Seoul

Corea

Tel. +82 234849855

%3]
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Exté Boutiques

Via della Spiga, 6
20121 Milano
Tel. 02783050%

D&G Boutiques

Pacific Place

Shop 241, Level 2

88 Queensway

Hong Kong

China

Tel. +852 28016827*

Harbour City

Shop G109

Canton Road
Tsimshatsui Kowloon
Hong Kong

China

Tel. +852 27307900%*

Versus Boutiques

Harbour City

G108 Tsimshatsui Kowloon
Hong Kong

China

Tel. +852 27360323%*

IT Store

Corso Mazzini, 169
87100 Cosenza
Tel. 098427583

Via Mazzini, 3
55042 Forte dei Marmi (LU)
Tel. 058481042

Corso Nicotera, 24/26
88046 Lamezia Terme (CZ)
Tel. 096825297

Via Avrese, 14
35047 Legnago (VR)
Tel. 044223640

Via Appia Nuova, 2
00183 Roma
Tel. 0670450782

IT HOLDING DIRECTORY

Corso Cavour, 103
28041 Arona (NO)
Tel. 0322240076

Corso Italia, 146/148
80065 Sant’Agnello (NA)
Tel. 0818785711

Via Bastione, 23
54100 Massa (MS)
Tel. 058543705

Furama Hotel
60 Renmin Road

- Zhong Shan District

Dalian
China
Tel. +86 4112812149

New World Department Store
Shop Nc. 02, 1/F

200 Tian Jin Street

Zhong Shan District

Dalian

China

Tel.+86 4112537403

Lane Crawford

Shop No. 209-210
167 Zhongyang Street
Harbin

China

Tel. +86 4514656392

403 Huayuan Street
Nangang District
Harbin

China

Tel. +86 4512831479
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IT Holding Investor Relations Department and
IT Holding Comunicazione

edited this Annual Report.
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